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EDITORIAL DEPARTMENT NOTE 

Recent years have witnessed a considerable extension of the field of cost 
ae When cost accounting was concerned primarily with the deter- 

nination of unit product costs, its use was limited to the factory, but with 
the development of cost control, cost accounting methods were adopted more 
widely by non-manufacturing industries and for the control of costs in the 
distribution and administrative departments of manufacturing companies. 
The two articles in this issue of the Bulletin deal with the application of 
cost accounting methods to coal mining, an area in which cost control ‘4s 
undoubtedly more important than the determination of product costs. 
Readers will be interested in comparing the different methods used in open- 
cut and anthracite mines. 

The author of our first article, Harold G. Avery, is Associate Professor 
of Business Administration and Economics at Br: ie Pe lytechnic Institute, 
Peoria, Ill. A native of Nebraska, he received his B.A. and M.A. degrees 
from the University of Nebraska. During 1927-28 he held a Research 
Fellowship at Northwestern University and contributed book reviews for 
the Journal of Public Utilities and Land Economics. Professor Avery has 
been teaching accounting subjects for the past fourteen years, and in 1940 
was granted his Ph.D. in Accounting by Columbia University. Two recent 
articles by him have appeared in the Accounting Review. Professor Avery 
is a member of our Peo .~ Chapter. 

Our second article is by Charles E. Mengel, Assistant to the President 
of Weston, Dodson & Co., Inc., of Bethlehem, Pa. Following his gradua 
tion from Bethlehem Business College in 1905, Mr. Mengel began his busi- 
ness career doing stenographic and statistical work for the Edison Cement 
Co. for three years and bookkeeping for a water works for one year before 
accepting a position with the Panama Canal Commission in the Canal Zone 
in 1909. During his five years in the Canal Zone he was engaged in cost, 
statistical, hydrographic and meteorological work. Returning to his native 
Pennsylvania in 1914, Mr. Mengel spent a short time with the Atlas Cement 
Co. before jc ining Weston, Dodson & Co., with whom he has been employed 
continuously since 1915. Mr. Mengel has written extensively for the trade 
journals on various phases of the coal mining industry. 


Articles published in the Bulletin present many different viewpoints. In 
publishing them the Association is not sponsoring the views expressed, but 
is endeavoring to provide for its members material which will be helpful 
and stimulating. Constructive comments are welcomed and will be pub- 
lished in the Forum Section of the Bulletin 
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COST ACCOUNTING FOR OPEN-CUT MINES 


By Harold G. Avery, Associate Professor of Business 
Administration & Economics, Bradley Polytechnic Institute, 
Peoria, III. 

Foreword 

EOPLE driving along the highways look with awe at the acres 

of peaks and valleys of overburden soil that remain after the 
“ stripping shovels of an open-cut mine have accomplished their task. 
Labor leaders appear skeptical of the future employment of large 
groups of miners after they have seen the giant stripping machines, 
operated by a crew of four men, do the work of a thousand em- 
ployees. However, the average farm income in 1937 from lands 
of the type owned by strip mining companies in Illinois was but 
$11 per acre, and 804 years of farming would be required to pro- 
duce the wealth represented by an acre of coal.1 The National 
Bituminous Coal Commission reports that the value of one acre of 
coal five feet in thickness—the average thickness of the Illinois 
seams— amounts to $8,857, of which amount approximately two- 
thirds is paid out in the form of wages and supplies.* 

The annual output of bituminous coal mines in the United 
States at present is about 400 million tons, of which approximately 
30 million tons, or 712 per cent, are produced by the open-cut or 
strip mining process ; whereas the annual output of Illinois is about 





40 million tons, of which 10 million tons, or 25 per cent, are mined 
from open-cut pits. Glancing back at the figures for 1924, Illinois 
produced only one million tons of coal from open-cut mines; 
therefore, the output today represents a tenfold increase within 
the last sixteen years—practically the creation of a new industry. 
Furthermore, the strip coal land in the State is now owned or con- 
trolled by well financed mining companies whose plants and prop- 
erties represent an investment of approximately $45,000,000. 
Geological surveys have shown that the strippable area of these 
mining properties in Illinois amounts to roughly 125 square miles 
(only 22/100 of one per cent of the total area of the State), of 
which only 25 square miles were worked out as of the midyear of 
1938. Bituminous coal in Illinois is found in parallel seams usu- 


1 [llinois Coal Strippers Association, The Open Cut Coal Mining Industry 
of Illinots, p. 12, Chicago, Illinois 


2 Ibid., p. 11. 


877 











N. A. C. A. Bulletin April 15, 1941 





ally extending horizontally to the earth’s surface at various depths. 
The seam found nearest the top soil in the central part of the state 
is referred to as the No. 6 seam, and ranges from surface outcrop- 
pings to a depth of 60 to 100 feet. Sixty-five feet or more below 
the No. 6 seam is found the No. 5 seam, which at the present time 
can be mined economically only by the shaft method. 

The overburden on No. 6 seam, although containing consider- 
able rock, is easy to handle, and usually consists of a few feet of 
surface loam, a layer of sandstone followed by a layer of shale, 
and possibly several feet of limestone. However, the latter is not 
always present. This geological characteristic makes it impossible 
to mine the No. 6 seam in central Illinois by the shaft method, 
since the stratum above the coal lacks sufficient solidarity to fur- 
nish a roof for the shaft pits; although in the southern area the 
No. 6 seam is overlaid with such a firm roof bed that shaft mining 
predominates. Where the coal can be mined only by the open-cut 
or strip method, the development of this mining process had to 
wait for the profitable adoption of expensive earth-moving equip- 
ment. Fifty years ago hand shovels were used to remove the over- 
burden ; today electrically operated dippers capable of removing 27 
cubic yards of earth in one bite are employed. Huge capital out- 
lays must be made for the purchase and maintenance of strip min- 
ing equipment, with the concomitant development of a large-scale 
plant to transport, prepare and grade the coal for the market. 


General Outline 

The purpose of this article is to sketch briefly the cost problems 
that arise in the open-cut or strip mining industry, with special ref- 
erence to a particular case study, and to explain briefly how some 
of these problems are met. Because the industry has become only 
relatively important within the last fifteen years, the accounting 
literature on this subject is rather scarce. The subject will be dis- 
cussed according to the following general outline: First, a brief 
survey of the activities of an open-cut mining company will be 
given in order to acquaint the reader with the cost processes in- 
volved in the industry ; second, a description of the important cost 
accounting records will be undertaken; third, since the company 
operated an asset subject to depletion, a brief survey of the de- 
pletion and depreciation policy of the management will follow; 


878 








April 15, 1941 N. A. C. A. Bulletin 





and finally, a discussion of the cost of reforestation and rehabili- 
tation of the strip mine lands concludes the paper. 


History of the Company 

The Cleardale Coal Corporation (fictitious) was organized in 
1928 in the State of Illinois for the purpose of mining No. 6 
bituminous coal by the open-cut or strip mining method. [ive 
years were spent in prospecting, in purchasing and optioning land, 
and in setting up capital equipment before operations could begin. 

The mine is located in central Illinois where the No. 6 coal seam 
is found underneath about 35 feet of overburden soil. Over 1,000 
acres of farm land were purchased in fee simple title at a price 
ranging from $75 to $200 per acre, and options to purchase were 
taken on contiguous farm territory where the coal seam was 
thought to be present. 

The No. 6 seam at the Cleardale mine ranges in thickness from 
4 to 4™% feet, and extends in contours running from 40 feet wide 
to over a half-mile or even more. Over the coal is usually found 
five or ten feet of limestone, then a layer of clay, a layer of shale 
and gravel, and finally the surface top-soil of black loam. The 
Cleardale mine has to do very little blasting before the electric 
stripping shovels can operate (the blasting generally has to be 
done to loosen the limestone), and in the case of recovering the 
coal no blasting whatever has to be effected. 

In order to determine the location and quantity of coal, the en- 
gineering department drills thousands of holes into the earth 
wherever a seam has been discovered. A hole is drilled every 20 
rods, the core is analyzed, and maps are drawn from which oper- 
ations are guided. The capital equipment is not purchased and 
constructed until sufficient coal has been discovered, land pur- 
chased, and options taken in order to continue operations for many 
years in the future. 

For example, the Cleardale Corporation did not invest in capital 
equipment until approximately a fifty-year supply of coal had been 
assured. The organization has operated for seven years with a 
production capacity of 850,000 tons annually, and today it has suf- 
ficient coal supply to run the company for another 40 years or 
more. 

Coal is sold from the Cleardale mine in car-load lots to the 
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wholesale market. The company as a rule carries no inventory of 
unsold coal, but occasionally it finds itself with one or two unsold 
cars of loaded coal on its railroad siding for a temporary period. 
The electric power supply is furnished by a local utility ; whereas 
at some mines, the power is generated in a company plant. Where 
power is purchased from an outside utility, the account is classi- 
fied as a supplies expenditure in the operating statements; but if 
the power is generated by the company, the expenses entering into 
power production are classified separately as a production cost. 
The Cleardale mine obtains its water supply from its own-con- 
structed well, sunk 2,700 feet into water-bearing sand and having 
a capacity of 1,200 gallons per minute. 

The cost of operation is accumulated on a per-ton basis from 
the time the stripping shovel first digs into the overburden soil un- 
til the graded coal leaves the plant yard scales in freight cars. 


Stripping Process 

Two electric stripping shovels are employed by the mine to ac- 
complish the overburden removal, one shovel having a capacity of 
27 cubic yards, the other 22 cubic yards. Both of these machines 
are electrically operated, have 360-degree revolving type shovels, 
and work twenty-four hours a day, six days a week. Together the 
machines are able to remove 1,300,000 cubic yards of overburden 
each month. They are operated by a crew of four men, and the 
shovels are moved on caterpillar tracks with equalizing cylinders 
on each track in order that the shovel will always operate horizon- 
tally to the earth. The 22 cubic-yard shovel weighs 1,500 tons, has 
a boom of 110 feet, and a 65-feet dipper handle. The shovel is 
capable of removing a dipper-full of earth every fifty-five seconds 
on the average. 

These steel behemoths, one following the other in tandem 
fashion, make an average overburden cut of 60 feet, baring the 
coal seam to the use of smaller electric shovels which load the coal 
in the pit cars. After the coal is removed, the stripping shovels go 
down the field clearing another sixty-foot width of overburden, but 
dumping the earth in the cut from whence the coal seam has been 
removed. Thus the stripping shovels go back and forth over a 
section, quarter section, or an eighty of farm land until the seam 
of coal has been depleted. The stripping process recovers all of 
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the coal in the seam as compared with an average of about 60 per 
cent recovery by the shaft method. The land is left in a series of 
more or less parallel ridges, with peaks and valleys. The peaks 
vary from forty to sixty feet apart, and the alternate valleys 
range from ten to twenty feet deep. The final run of the two strip- 
ping machines leaves a long open cut, varying from ten to forty 
feet deep depending upon the depth of the coal. This cut is eventu- 
ally filled with the rainfall running off from the adjacent spoil 
piles, and results in a large narrow lake. 

Once the seam has been bared, the coal is further cleaned of 
overburden debris by the use of tractors and scrapers before the 
smaller electric shovels can be used. Each loading shovel is oper- 
ated by a crew of three men, has a capacity of seven cubic yards, 
and is capable of loading 130,000 tons of coal per month on a 
seven-hour day basis. No blasting is necessary to loosen the coal 
from the seam because the shovel digs in under the bottom of the 
seam and as the shovel is lifted, the coal breaks easily. The coal is 
loaded into cars (six to a train load) and hauled to the preparation 
plant (tipple and washer) by steam locomotives which run on 
standard-guage tracks laid on the floor of the pit. Each car holds 
69 tons and can be loaded in five minutes. 


Preparation Plant 


The train hauls the cars to the preparation plant where the coal 
is processed for the market. The cars, especially built for the 
Cleardale Corp., automatically open and close so that the 
coal can be conveniently dumped into bins when the preparation 
plant is reached. The coal is first crushed and then fed into a con- 
veyor belt which carries the coal up to the primary shaker screens 
in the tipple. The conveyor belt is 54 inches wide and 700 feet 
long, transporting the coal at an 18-degree angle to the screens, 
50 feet above the crusher. Four- to six-inch coal and larger is 
hand-picked, and coal grading less than four inches is conveyed 
to the washery where the debris and foreign material are removed 
by the specific-gravity washing process. The coal is then subjected 
to five other screenings ranging from 00” to 4”. In this washing 
and screening process the Cleardale mine has found that its shrink 
age caused by foreign material in the mined coal amounts to 30 
per cent. Most of this loss is recognized as a natural waste result- 
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ing from the quality of the coal in the seam, which contains a 
streak of blue band (clay) and high-ash coal. Less than one per 
cent is lost by the inability to clean the seam before it is handled 
by the smaller electric shovels. The use of tractors and scrapers 
for cleaning the coal seam keeps the latter loss at a minimum. 

The 00” to 4” coal is conveyed to the drier plant in the winter 
time, where the moisture is removed. This grade of coal contains 
the largest percentage of moisture after the coal leaves the tipple 
screens, since it is the finest coal. No attempt is made to dry the 
coal in the summer time. 

After the coal has been washed it is again conveyed to the top 
of the tipple where it can be classified acording to mixtures, 
grades or screenings. When the coal specifications are received 
from the buyers, the coal can be classified from the tipple bins and 
loaded into railroad cars which are shunted beneath the bins. The 
coal is then ready for the track scales of the plant, where a bonded 
weighmaster determines the accurate tonnage for sales purposes. 


General Accounting Procedure 

The company classifies all expenditures entering into the pros- 
pecting, purchase, construction and installation of the plant as 
capital items. All such outlays were recognized as capital invest- 
ment in the mine until actual operations commenced. They estab- 
lished a chart of fixed asset accounts (Table 1) to which all pur- 
chases of equipment, labor, and supplies were capitalized. 

TABLE I. 
CLASSIFICATION OF F'IxED Asset ACCOUNTS OF THE CLEARDALI 
CoAL CORPORATION 


I Stripping Shovel XV_ Drills and Compressors 
II Erection Stripping Shovel XVI _ Locomotive Shed 
ITI Loading Shovel _ XVII Machine Shop 
IV Erection Loading Shov el XVIII Machine Shop Equipment 
IVa _ Erection and Freight XIX Office and Supply Buildine 
V_ Tipple and Washer (Prep- es a Se ee ee 
aration Plant) XX Ofhce Equipment 
VI Tipple Tracks XXI General | 
VII Track Scales a. Options — : 
VIII Locomotives b. Prospecting and Drill- 
I Pit and Refuse Cars ing 


X . 
X Pit Tracks e. Drainage 

I Locomotive Water Supply d. Engineering 
XII Pit Pumps and Piping = e Etc 

Il Power and Transmission XXII Farms and Property 


XIV _ Tractor and Track Shifter XXIII Motor Truck Scales 
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The detail for the control of revenue expenditures is based 
primarily upon the importance of the revenue item. The cost per 
ton of mining bituminous coal by the open-cut or strip mining 
method can be shown by the operations of the Cleardale mine in 
the following table. 

TABLE 2. 


AVERAGE MONTHLY Cost Per TON OF MINING OPERATIONS AND THI 
PERCENTAGE OF EAcH ITEM To Total. Cost 


Average of 
Revenue Item ( t Per Ton Totai ( t 

a eee re iin aa ween as . §$ .469 27.9 
Supplies (Including Power) 713 42.5 
Depletion TET TELIETICT LET 0006060600600 8 8008 125 4. 
Depreciation ........s0. 150 8.9 
Selling Expenses .......... nee 113 6 
General & Adm. Expenses . : ; ; 060 3.6 
Taxes 

Federal and State Payroll ..... , $ .016 

eT 5 eer eee ; 004 

Producers’ Tax ..... ceae . ‘ 010 

Assessments and General Property.. 002 

Other Taxes ...... Ratmepeew eek 017 

Te CAD sickddbdncees ds ee * 049 2.9 
WS. KbaKiNAensenwbmbensaden teks $1.679 100.0 


The table above clearly shows that the major problem of the 
strip mining business is to establish adequate accounting controls 
for labor and supplies—two items which make up 70 per cent of 
the operating expense when power is included as a supplies item. 
Costs of labor and supplies are accumulated daily on a per-ton 
basis, whereas the other operating expenses are applied to each 
ton mined by monthly postings. A ton mined is calculated to be 
complete when coal passes the weighmaster’s scales in the plant 
yard. However, other tests are made on the per-ton basis at the 
pit and in the preparation plant, but the tonnage used for cost 
purposes is measured at the scales. The following accounting 
records are maintained in order to establish a control over the labor 
and supplies expenditures : 

a. Superintendent’s Daily Cost Statement 
b. Summary of Payroll 


c. Supplies Expense Sheet 
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Summary of Cost of Production 

Daily cost statements are prepared by the superintendent to 
show the total labor and supply cost, number of tons mined, and 
cost per ton in so far as labor and supply outlays are concerned. 
This information is accumulated each day on a month-to-date 
basis, and is compared with the similar activities in that month of 
a year ago. This record is known as the “Superintendent’s Daily 
Cost Statement,” and includes, in addition to the above, other per- 
tinent information such as the weather condition; delays and 
cause ; depth, width, length of cut; cubic yards of material handled ; 
tons of coal uncovered ; tipple running time; etc. 

Information for the daily cost statement is gathered from two 
sources: individual payroll records and daily reports of materials 
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Sheet Yoo t___ DAILY REPORT 
CLEARDALE COAL CORPORATION . 
Mine Peoria, Lil Peoria, 111.,Dec. 15 1940 
[serene [often] tion] a] on] on] [on[on] oem] an 
| Ander rson, Robert | 10.22} hazel | | 
}+— Et ttt 
| Axelrod, Norman | | * 50} | | |559q | | | 2 oe } | 
4 Bennett, Richard | | 1425 | | | 4256) | 
| Bronner,Harlan| | |ia05 has | | | | TTT] 
—*[Conket, Milford ||" [rool Feel [ T Tt Tt TT | 
«| Cook,James | | 15.50 ake | | | hssel 
titatastT ihe TTTt CTT ae 
jteten the |] jel bl TTT 
*| Feulner,Charles| | |750/ | | fesoal . 2 
| Flora, Howard iz l5.20] | | “|sz0d] | “| 1 | 4 @ 
"| Fobera, Alan | [fase] | [1 11] | | hat 
1s | Foberq, Ralph | 2m {4.60 Meet a Se | __eor 
rr] | Hamlin, Kenneth em 17.75 | al ne i L | |__ frase 
t ttt tt 
4 T Hunt, William | |430|_ er = | i ia | 
w| Hunt, Albert | ; 400) | _ [2208 0g) 80g) [ ‘Ss | 
«| Jaynes,Ralph | | [5.20] | | |620e) | 1 
#| JonesRichard | | [e0o| froma] [| | | | ( 
18 | Kane. Oren | |'2 20| e oral | | | - | .e | 
»| Koors, Robert | [219] [ate tt |_| |} 
a ™ pL an ” et etal 


Exuisit A 
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The daily payroll records consist of a time sheet signed by the 
foreman showing the name, occupation, hours and rate for each 
employee; and a daily report sheet (Exhibit A) containing the 
name of each employee, the hours, rate, amount of his wage, 
month’s total and the classification of his daily wage to each sep- 
arate account and activity, such as Coal Shovel (Column o11) 
and as engineer of coal shovel (Letter “a” following amount of 
wage). The amounts in each separate activity column are entered 
daily in the proper classification of labor costs on the daily cost 
statement. (Hours and rates in Exhibit A are omitted purposely ; 
other figures are fictitious. ) 

The daily reports of materials used are likewise analyzed and 
entered on the daily cost statement according to the supplies classi- 
fication. 

The labor and supplies classification is shown in Table 3. It 
will be noted that each general heading is broken down into finer 
classifications in line with the amount of information sought by 
the management. 

The limitation of space makes it impossible to show the daily 
postings for the entire summary of cost of labor and supplies, 
since the sheet is a three-column affair and measures 17 inches by 
26 inches. However, an illustration of accounts, Nos. o11 and 
O12, together with the summaries found at the bottom of the cost 
sheet, is shown in Exhibit B. (The middle column is omitted. ) 


TABLE 3. 


CLASSIFICATION OF LABOR AND SUPPLIES EXPENDITURES OF THE 
CLEARDALE COAL CoRPORATION 


No. Labor No. Labor 
011 Coal Shovel d, Dumpers 
a. Engineer e. Washery 
b. Oiler f. Washery Water Supply 
c. Pit Men g-. Refuse Disposal 
d. Drilling & Shooting h. Dryer 
e. Channel Machines i. General Expense 
f. Cleaning Off Coal 041 R. R. Car Ldg. & Yard Exp 
g. Tractors a. Weighman 
h. Repairs Coal Shovel b. Car Trimmers 
i. Repairs Tractors ec. Car Pinchers & Droppers 
021 Haulage d. Maintenance 
a. Motorman & Engineers e. Cleaning Railroad Cars 
b. Trip Riders & Brakemen f. General Expense 
ce. Trackmen 051 Power 
d. Track Shifters a. Power Lines 
e. Repairs 61 Drainage 
f. Locomotive Hostlers a. Pump Men 
g. General Expense b. Ditching 
131 Preparation ce. Laying Pipe 
a. Tipple Boss d. Repairs to Pump 
b. Pickers 071 Mine Office 
c. Repairs a. Manager 
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N Labor N Supplies 
I Clerks Haulage 
Option Expense 1. Supplies for Locomotives 
81 General » Fuel for Boilers or Engines 
1. Superintendent Steel Rails 
b. Master M Track Fastenings 
c. Electrician e. Repairs 
d. Machinists f. Lubricants 
e. Blacksmith & Helpers Preparation _ 
f. Welders Repairs—Tipple 
Yar ‘ Repairs Washing Plant 
h. Tear s & 7 k c. Repairs to Refuse Disposal 
i. Hand Suppl i. Supplies Washery 
Carpe ers r Dryer { 
's i R i R. R. Car Loading & Yd. Exp 
l. Road Expens« Repairs ) 
1 Stripping-Shift N 1 Power 
Pit Boss Power Purchased 
Engine b. Power Lines 
ce. Oilers Drainage 
d. Ground Men Pipe 
e. Drille b. Repairs 
f. Helper Mine Office 
Shootir Rent, Telephone & Telegraph | 
h. El & Helpers b. Stat’ry, Print’g, & Postage 1 
Wate B rraveling I ses 
Seeinn: Shiit N 1. Sales Expense 
Same as above) Engineering i 
Stripping-Shift No a. Mine Engineer’s Supplies 
(Same is a e) b. Che ical Supplies 
+ t 1 c. Prospecting 
1 M Engineers General 
Checkers 2. Automobile Expense 
c. Prospect Engineering b. Shop Supplies & Expense 
. c. Welding Supplies 
. Supplies d. General Electrical Expense 
12 Coal Shovel e. Land Reclamation 
Explosives for Coal o. Compensation Insurance 
b. R Coal Shovel q. Taxes 
Supplies Coal el r. Road Expense 
1. Re ( Drilling T ] » Stripping 
‘ R s to 1 s 1. I ints for Shovel 
f. Other Supplies & Expenss b. Purchased Explosiv 
The superintendent is able to determine the results of the mine 
operations each day. The above illustration shows that more than | 
ordinary outlays were made for supplies during this particular 
day, and that the supplies for the month are running a little higher 
than they were the same month a year ago. However, coal shovel 
supplies amounted to only $45.45 for the day, or about 2¢ per ton, 
compared with a cost to date of $3,087.43, or about 6¢ per ton. 
Increases in other supplies items made up the daily increase, such 
as heavier expenditures for haulage and preparation. Such a daily 
record makes it possible for the superintendent to trace down 
the particular labor and supplies items which are out of line with 
previous operations and to investigate the cause. 
. ‘Dp } 
Summary of Payroll 


The Summary of payroll (cost distribution sheet) is an his- 


torical cost record of the semi-monthly labor activities of the mine. 
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ment and for the semi-monthly payroll from which the employee’s 
pay check is determined. 

The daily time sheet, in addition to furnishing the original data 
for the daily cost statement posted from the daily report sheet, 
contains the information from which individual time reports are 
made for each employee for the periods running either from the 
1st to the 15th, or from the 16th to the end of the month. 

The totals of the two summary of payroll sheets (one for the 
first half of the month and the other for the second) are equal to 
the cumulated monthly totals in the labor section of the daily cost 
statement. Furthermore, the summary of payroll will establish a 
control over the semi-monthly payroll, since the gross amount of 
the labor classified as to various activities will equal the gross 
amount of the payroll classified as to individual employees. The 
net amount of the payroll summary is in agreement with the net 
amount of the semi-monthly payroll, because the deductions on 
the semi-monthly time reports are carried in total to the payroll 
summary and individually to each employee on the payroll. The 
following columns for deductions are provided in the payroll in 
order to determine the net amount of each employee’s check: State 
Unemployment Contribution, Federal Old Age Benefit, Coal Pur- 
chased, Rent (if living in a company house), Company Insurance, 
Union Dues, Union Assessments, Cash Advanced and Miscel- 


laneous. 


Supplies Expense Sheet 

The Supplies Expense Sheet (Exhibit C) is a statement provid- 
ing a control for the general ledger supplies account. The sheet, 
14” by 26”, is divided into two parts; the left side of the sheet 
containing information relative to purchases, and the right side 
having the same supplies account classification as found on the 
daily cost statements. Thus, one side of the statement contains 
in detail the total amount debited to the supplies account during 
the month, and the other the total amount credited. The total credit 
is made up of the supplies expenditures classified according to in- 
dividual items, the total of each item and group of items being 
equal to the amounts charged against the superintendent’s daily 


cost sheets during the month. The debit or purchases side of the 
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Exursit C 


supplies expense statement contains the amount of inventory on 
hand at the beginning of the month, plus the purchases for the 
period. The difference between these amounts and the expendi- 
tures entering into production costs during the month shows the 
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amount of inventory on hand at the end of the period. All invoices 
are listed alphabetically according to vendor, showing the requisi- 
tion, date of invoice, vendor and amount received. Cash pur- 
chases are listed from the vouchers issued from the mine office 
petty cash account. Therefore, the general ledger supplies account 
controls the supplies expense sheet for the month; and the total 
credits of the statement in turn act as a control of the daily ex- 
penditures charged to production costs during the month. 


Depletion and Depreciation Policy 


The Cleardale Coal Corporation has instituted over a number 
of years a depletion and depreciation policy which meets the re- 
quirements of the Internal Revenue Department. The need for 
the establishment of such a policy is found in Section 23, of the 
Regulations 103 relating to the Income Tax under the Internal 
Revenue Code 1940, which states in Sub-section (m) on De- 
pletion— 

In the case of mines, oil and gas wells, other natural deposits, and 
timber, a reasonable allowance for depletion and for depreciation of 
improvements, according to the peculiar conditions in each case; such 
reasonable allowance in all cases to be made under rules and regulations 
prescribed by the Commissioner, with the approval of the Secretary... . 


According to the Internal Revenue Code, each taxpayer claiming 
and making a deduction for depletion and depreciation of mineral 
property must keep accurate accounts in which shall be recorded 
the cost or “adjusted cost” of the mineral deposit, plant and equip- 
ment, together with subsequent allowable capital additions and 
revenue expenditures. For example, expenditures for plant and 
equipment and for replacements, not including expenditures for 
maintenance and ordinary repairs, can be charged to the capital 
account and recovered through depreciation. On the other hand, 
expenditures for replacements necessary to maintain the normal 
output are considered revenue items, since they do not increase the 
value of the mine, decrease the cost of production, or restore ex- 
hausted property for which an allowance has already been made. 

The Farms and Property account is classified according to ven- 
dor, lessor, or person optioning the land. The depletion unit is de- 


termined for the taxable year by dividing the cost or “adjusted 


890 











April 15, 1941 N. A. C. A. Bulletin 





cost” of the mineral supply by the number of units (tons) remain- 
ing as of the taxable year. This unit is applied to each ton of coal 
mined during the taxable year from each piece of property. For 
example, suppose that four quarters (160 acres each) are pur- 
chased from individual owners on a particular section. Estimates 
of the coal supply recoverable under each farm are made by the 
engineering staff, and the cost of this supply is divided by the 
number of tons available. The depletion unit per ton for each 
piece of property is determined, and in this instance, suppose that 
the respective units are NW'%, 20¢; NE%, 25¢; SW%, 15¢; 
SE™%, 1o¢. During the year the company conducts its mining op- 
erations on the two south quarters and recovers its coal supply in 
equal amounts from these two pieces of property. An average of 
the two units, 10 and 15 cents, or 12% cents per ton is the deple- 
tion unit applied to the coal mined during the year. Next year, if 
operations are conducted on the two north quarters in equal 
amounts, the depletion unit will be increased to 22% cents. The 
unit for the Cleardale mine during the past year has been 12% 
cents per ton for each ton mined and delivered to the weighmaster. 

The depreciation unit (per ton of coal mined) is calculated in 
the same manner as the depletion unit, only the cost or “adjusted 
cost” of the total supply of recoverable coal from all mining prop- 
erty is used as the base. Plant and machinery are used to recover 
the coal supply from all the mineral lands within a certain area, 
and the plant investment subject to depreciation should be written 
off proportionally with the depletion of the total mineral supply. 
The depreciation unit, therefore, does not vary with the supply that 
is mined from particular pieces of property, but remains prac- 
tically the same throughout many years of mining operations. The 
Internal Revenue Department has allowed a depreciation rate of 
15 cents per ton to be charged against the operating costs of the 
Cleardale mine. 

In determining the amount of the cost or 
for depletion and depreciation purposes, the company has excluded 
amounts representing the cost of the land for purposes other than 
coal production, and the residual value of the property at the end 
of the mining operations. The corporation cannot change the 
method of accounting for depletion and depreciation without the 
consent of the Commissioner, once the method has been approved. 
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When the depletion and depreciation reserves are equal to the 
cost or “adjusted cost” basis of the property, plus allowable capital 
additions, no further depletion and depreciation deductions can be 
taken. These reserves are not a part of surplus out of which ordi- 
nary dividends may be paid. If dividends are paid out of these re- 
serves they are considered a repayment of capital rather than earn- 
ings and are not taxable. The latter distribution from the point of 
view of the mining company merely reduces the cost or other basis 
of the capital upon which further dividends can be declared. 


Education and Rehabilitation 

The rapid expansion of the open-cut or strip mining industry 
has caused anxiety among agricultural leaders because of the large 
acreage of farm land that apparently is destroyed by this mining 
method. However, the annual budgets of most of the mining com- 
panies provide funds for overcoming this objection. 

Two means are adopted by the strip mining industry for accom- 
plishing its purpose in obtaining a more widespread public ap- 
proval ; namely, education, and reforestration and rehabilitation of 
worked-over lands. Each company is usually a member of a state 
or national coal mining association, particularly a coal strippers 
association, which attempts to educate the public to the economic 
value of the industry by means of published material, legislative 
support, and state geological and agronomical surveys. 

When one realizes that the stripping process is the only means 
of recovering the No. 6 seam in some mining localities, wealth 
added to the nation’s resources by open-cut mining deserves con- 
sideration. The potential supply of coal in the No. 5 seam below 
No. 6 is difficult to determine, but if the capital equipment of the 
open-cut or strip mining companies is eventually converted into a 
means of extracting the deeper coal seam, it will be years and 
years before further agricultural land will be needed to supply the 
bituminous coal demand. 

Strip mining companies are spending thousands of dollars each 
year for the rehabilitation of the worked-over land. Each tract can 
be adapted to reforestration, outdoor recreation, fishing and hunt- 
ing, and game preserves. In the spring of 1938, mining companies 
in six Illinois counties—including the Cleardale Corporation 


planted approximately 300,000 forest trees on about 275 acres of 
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overburden removal. In 1939, eleven large mining companies 
adopted the policy of reforesting their worked-over lands, and 
planted over one million seedlings. 

The worked-over areas also can be used as stock ranges, be- 
cause it has been discovered that pasture grasses attain phenomenal 
growth on these lime-bearing spoil piles. As a result, large areas 
are sold to private owners for grazing purposes. 

The final cut in the strip-mining process usually becomes a long 
artificial lake after rainfall drainage has been sufficient to fill the 
cut. These lakes afford places for public recreation areas, and can 
be stocked with fish. One company, in co-operation with sports- 
men’s clubs and adjoining land owners, has developed a game 
preserve of approximately 7,000 acres. 

Such education and rehabilitation costs are essential, and open- 
cut or strip mining companies are devoting more attention to this 


aspect at the present time than they did fifteen years ago. 


ANTHRACITE PRODUCTION COSTS 


By C. E. Mengel, Assistant to the President, 
Weston, Dodson & Co., Inc., Bethlehem, Pa. 


5 loon main divisions of the cost of producing anthracite are: 


I—CoLirery Cost 

Labor 

Material & Supplies 

Power & Light 
II—Fixep CHARGES 

Taxes 

Insurance 

Royalty or Depletion 


III—ADMINISTRATIVE EXPENSES. 


With the probable exception of royalty or depletion, these are 
the conventional items found in almost every producing industry. 
However, in the relation that labor cost bears to the total, the min- 
ing industry is at the top of the list. This is due to the extensive- 
ness of the area and the difficulty of applying machinery to cer- 
tain tasks. Labor, therefore, becomes the important cost item to 


divide and study. 
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Labor 

Of the total cost of a ton of anthracite shipped, labor amounts 
to approximately 66 per cent; adding social security taxes and 
workmen’s compensation insurance, both of which are a percentage 
of the wages, brings the total to 72 per cent. 

Labor consists of the earnings of miners who are paid on a 
piece-work basis, the wages of hourly employees, and the salaries 
of the supervisory force. 

Payrolls are made up semi-monthly. Miners’ earnings are based 
on the number of mine cars of coal or rock loaded ; on ““deadwork,” 
i.e., yards of openings into new areas; number of props set; and 
several other items. A metal tag bearing the miner’s check number 
hung on cars loaded by him and taken off at the place the cars are 
dumped, are the means of proper credit to the miner for this item. 
Semi-monthly surveys by the engineer are the bases for yardage, 
props and other items. 

Hourly-men wages are calculated from time sheets turned into 
the office daily by the foremen. Time clocks are conspicuous by 
their absence, and this is an important difference between mining 
and manufacturing. The time sheets have necessary detail of loca- 
tion and occupation of each man for cost purposes. 

Labor costs are determined for the following departments or 


operations : 


Cutting and Loading Drainage 

Yardage and deadwork Ventilation 

Haulage Breaker (Preparation) 
Timbering Supervision 


Eighty per cent of the working force is employed underground. 
In a typical colliery they might be scattered over an area several 
miles long and one or more miles wide, with six or eight veins be- 
ing worked on different levels, reached by shafts or slopes. The 
actual working area might be 4,000 to 6,000 acres, if laid out flat. 
Distance, therefore, becomes an important cost factor. The labor 
cost is determined by levels, by sections, and as far as possible, by 


individual working places, so that the cost of every car of coal 


from each individual place may be known. 
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Material and Supplies 

These consist of timber, rails, sheet iron, machinery parts, elec- 
trical materials, etc. All items except those for specific repair 
jobs are charged to a supply account and disbursed on foremen’s 
requisitions. The analysis of these costs is by class of material, 
by the natural subdivisions of operation, and as far as possible, by 
sections and working places. Some prorating must be resorted to 


with this item. 


Power and Light 

From individual meters the current consumption is available by 
major subdivisions of the operation. It is impractical to determine 
this for each source, except through prorating. 

These three items, labor, materials and power, constitute the 
colliery cost, for which the superintendent is responsible. 


Other Cost Items 


All other cost items enumerated above are self-explanatory and 
given the conventional accounting treatment, with the possible ex- 
ception of royalty or depletion, as stated before. If the coal area 
is owned, the charge to cost is for depletion, with a credit to the in- 
vestment account at a fixed rate per ton shipped, depending on the 
price paid for the coal-bearing area; if the coal area is leased, the 
charge is for royalty paid to the owner on the coal shipped, at a 


flat rate per ton or a per cent of the selling price. 


Improvements 

All expenditures to bring a mine up to a normal production 
basis are usually charged to capital accounts. Occasionally, new 
additions are capitalized, but generally production cost is expected 
to stand all expenditures to maintain production. It is necessary 
to see that new inside areas are constantly being opened up to take 
the place of exhausted areas ; as long as such development is fairly 
uniform in comparison with extraction, the current month’s ex- 
penditures are absorbed in cost in the same month. If develop- 
ment progress is out of proportion to requirements, a so-called 
“rock work” account is set up; to this the actual expenditures are 
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charged, and against it are credited the amounts absorbed in pro- 
duction cost usually calculated at a flat rate per car. 

A similar arrangement exists when coal is mined in open pits 
by the so-called stripping method. The cost of the unproductive 
advance work, consisting of removing the overburden on the coal, 
is set up as a deferred expense; calculations are made of the ratio 
of cubic yards of overburden to tons of recoverable coal ; for every 
ton of coal taken out, the cost of a determined number of cubic 
yards of overburden removal is charged to production. 

Units 

The final unit is net ton of coal ready for shipment. However, 
in the process of cost analysis from the mining face to the prep- 
aration plant—the so-called breaker—the mine-car is the main 
unit ; other units used in minor analyses are yards of advance work 
driven in the vein, gallons of water pumped, miles of track main 


tained, etc. 


Allocation of Cost to Sizes 

There are nine sizes of coal made and shipped, each with a dif- 
ferent market price, ranging from $6.25 for the largest to $1.00 
for the smallest, set by competition with other fuels. The sizes 
are the natural result of screening and not of planning. Very few 
companies attempt to make an allocation of cost to size, which 
may seem very strange. The reason is that every piece of coal, 
regardless of its market value, must be given almost exactly the 
same treatment from the vein to the railroad car, and therefore 
every size costs practically the same, with the exception of 
royalty and selling cost, which are sometimes applied as a per cent 
of the market price. No practical purpose would be served by 
making the calculation of cost by sizes, as the final figure would 
be almost the same for each size, and anyway nothing could be 
done about the difference. The result, if carried on against the 
realization, would be an income statement always showing a margin 
on the large sizes and a loss on the small sizes, with no hope of 
changing the situation except as the whole changes. It is import- 
ant, however, to produce the highest possible per cent of the large 
sizes as this improves the over-all realization. Care in crushing 
the large lumps helps in this direction. 
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Monthly Cost by Sources 

With run-of-mine coal originating from 200 or more working 
places scattered over 5,000 acres, it is obvious that some mine-cars 
cost more than others. The piece-work rates paid to the miners 
depend on the thickness and condition of the vein. The average 
haulage distance in a typical mine is, say, 5,000 feet to the breaker ; 
from the remote ends of the property it may be 10,000 feet, but 
near the shaft it will be very much less. The haulage costs, there- 
fore, vary widely for mine-cars from different sections; the same 
is true to a lesser extent of drainage, ventilation, timbering, super- 
visory costs, labor and material. It is our practice to find monthly 
the cost per mine-car from each source to the breaker, at which 
point the cars are dumped and lose their identity. This cost is made 
up of the piece-work earnings and the materials used at the face, 
a proportionate share of the haulage expense in that section, and a 
proportionate share of the haulage cost beyond the point where two 
sections merge, and so on into the main haulageways, to the foot 
of the shaft, up the shaft to the breaker. To this is added a pro- 
portionate share of the general labor, materials and power on that 
level ; this all adds up to certain figures for every mine-car from 
each source delivered at breaker. 

Taking the realization per ton on the coal shipped, and sub- 
tracting from it the selling, administrative and fixed charges, and 
the preparation expense, leaves a net market value per ton; this, 
multiplied by the yield per mine-car, gives a net value per mine- 
car—a so-called break-even figure. With this information and the 
cost of the mine-car at that same point, a comparison is possible 
showing which working places are producing a profit and which 
are not. A so-called graphic cost sheet is sometimes made showing 
roughly in plan the monthly source of coal, the haulageways, etc., 
so that the foremen of the various sections may vizualize their ac- 
complishments. Just because a certain working place does not 
produce a profit in a given month is not a sufficient reason to shut 
down production in that source; extraordinary conditions may 
have been encountered which are in the process of clearing up and 
a subsequent month may be expected to produce a cost within the 
break-even point. However, the sources that produce a red figure 
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in any month are the ones that come in for special attention and 
study by the local management. 


Daily Costs 

A daily cost sheet is made up for current guidance. This is 
available on the morning of the day following the working day and 
is quite accurate except for piece-work earnings, which must be 
approximated, as certain information on this is available only at 
the end of the semi-monthly survey. Idle-day costs are kept sep 
arately from working-day cost, so that proper comparisons may 
be made with standards ; this is especially necessary in coal mining 
where the working days month by month fluctuate from as low as 


eight in the summer to as high as twenty-two in the winter. 


Cost of Goods in Process 

This is a term practically unknown in anthracite. Although to- 
day some labor, materials and power are expended in loading a 
mine-car that may not reach the surface until tomorrow, no at 
tempt is made to set this up against tomorrow’s cost, because yes- 
terday the same thing happened. The end of each working day 
completes a cycle which started yesterday or before, but which is 
fairly constant day by day. Daily output varies very little ; volume 
for a month is controlled by days worked and not by cutting down 
on daily output. The reason for this is that a certain complement 
of men is needed for the operation and no proportionate reductions 
can be made day by day, except in the loading force, and this is not 
sufficient to keep unit costs down. It is better to run full every 
working day and lay idle when demand falls off. 

Coal mining, with but one product, may appear to require simple 
cost control compared with manufacturing, where numerous dif- 
ferent articles are made and the cost of each one must be deter- 
mined. But we must contend with scattered work, the absence of 
straight-line movement, the varying conditions from day to day, 
the inability to see ahead, and the fact that most of the operation 
is carried on underground in artificial light. Therefore, we main- 


tain that the difficulties in one are offset by those in the other. 
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ll 235 ) 85 30 48 42 496 200 44 0 0 0 1903 
12 10. 89 30 48 42 423 200 45 30 20 30 104 1869 
130 10 P 89 30 48 42 579 200 45 30 ) 0 48 1860 
14. 5 «6210 88 30 48 42 475 200 45 30 20 30 101 1853 
15 89 30 48 42 671 200 30 30 20 0 51 183¢ 
16. Louisville l 10 78 30 48 42 638 200 40 30 ) 6f 0 1834 
17. Milwaukee l 0 89 30 48 42 548 200 44 30 20 0 40 1818 
18. Greenwich ; 80 88 30 48 42 619 200 45 30 20 0 47 1799 
19 soston 60 90 30 48 42 299 200 35 30 20 0 $+ 179 
). Newark 20 90 0 48 42 395 200 4 30 20 5 33.178 
21. Erie : 80 30 40 42 528 200 45 30 20 30 106 1760 
22. Rocheste« | 10 90 30 48 42 529 190 38 30 20 30 2 1759 
Provider ) 89 30 48 42 428 200 45 30 20 87 173 
24. Atlanta 190 , 87 30 48 42 546 200 45 30 20 0 32 173 
25. Toledo 120 20 0 30 «48 42 599 200 45 30 20 { 28 1 
Kansas Cit 160 .. 20270115 36 8&8 0 48 42 509 200 45 30 ( 30 66 170 
Columbus ) 20 270 125 52 90 30 48 42 531 200 35 30 ) 30 49 1702 
Birmingh . 270 115 43 90 30 48 42 629 200 34 30 20 30 0 1681 
29. Bridgeport 10 270 150 93 90 30 48 42 453 200 40 30 620 30 110 1666 
30. Lancaster 150 10 270 55 99 90 30 48 42 440 200 39 30 20 30 9%6 1654 
31. Los Angel | 10 268 180 39 90 0 48 42 416 200 40 30 20 30 75 1628 
2. Richmond 24 .. 30 262 175 64 50 30 48 42 352 200 45 30 20 31 1624 
33. Harr 7 270 90 50 89 30 48 42 508 200 45 30 20 30 60 1582 
34. Syrac 270 5S 81 86 30 48 42 447 200 34 30 20 60 32 1570 
35. ¥« 8 10 270 135 56 80 30 48 42 473 200 40 30 21 . 48 15¢ 
36. Springfield 12 .. 270 45 108 90 30 40 42 472 200 45 30 20 30 13 155 
37. Buffalo .... 150 10 270 140 36 67 30 48 42 363 200 45 30 ) 0 1541 
38. Scranton ] 260 135 72 90 30 48 42 435 200 40 0 20 0 52 1524 
39. Jamestown .. 270 40 58 0 30 48 42 514 200 40 30 20 60 60 1517 
40. Rockford .. 262 120 46 70 30 48 42 508 200 25 30 2 0 10 151¢ 
11. New Haven , ) 20 270 SS S9 89 30 48 42 467 200 40 30 30 20 1490 
12. Lehigh Vall 10 270 50 89 89 30 48 42 390 200 40 30 0 30 75 1478 
13. Worcester : 10 270 130 62 90 30 48 42 342 200 45 0 60 1467 
44. Binghamtor $ 10 270 100 24 76 30 48 2 401 200 39 30 ) 60 64 1454 
+5. Cincinnati ) 10 247 50 72 69 30 32 42 513 200 24 3 2 1443 
1 San Frar . 268 80 64 90 ) 48 42 363 200 31 30 ( ) 8&3 1439 
47. New Hampshire 5 .. 270 .. 78 4% 30 48 42 409 200 45 30 ) 0 8 1423 
8. Washingtor l 10 270 85 19 ©9 30 48 42 306 200 43 30 2 > 138 
19. Akron 270 84 79 25 48 42 405 200 35 0 ) 46 1364 
). Minneapol 70 45 50 90 30 48 42 380 200 39 ) ) 1364 
1. Denver ) 270 70 38 89 30 48 42 358 200 25 ) ) 0 48 1358 
2. Pittsburg! ] ] 55 55 18 90 25 48 35 331 200 34 ) 20) 6 1332 
York 1) ‘ 8 .. 68 57 20 40 42 477 200 30 30 ) ) 6 1328 
4. Saginaw Vall 100 a oo. ee 0 48 42 378 200 4 40 1313 
Utica + 6 . 547 30 48 42 390 200 35 30 20 30 33 1297 
56. South Bend ae” 50 270 «5. 47 #88 #30 48 42 370 200 10 30 20 ) 0 1259 
57. Grand Rapids ° 10 270. . 2 69 3 ; 373 0 1 » 20 ») 10 3 
58. Portland 10 225 50 13 SO 25 40 42 402 200 40 30 20 30 .. 1207 
59 Memphis ) 270 «69S 75 ¢ 1 ig 42 305 200 23 30 1) 44 119 
60. Albany 10 0 60 8&9 78 ) 48 42 229 200 34 30 0 20 1190 
61. Chattanoog 80 255 12 60 48 42 329 200 40 30 20 47 1188 
62. Maine 70 10 270 57 38 ) ) 42 287 200 35 0 20 28 1157 
63. Hawaii 60 270 34 «40 20 8 42 290 200 4 70 «20 ) 1129 
64. Decatur ) 165 75 87 56 30 32 42 221 200 45 30 20 0 20 1083 
65. New Orlear . 70 150 40 24 0 1 2 e ¢ & Se eee 
66. Nashville , Se «ss coc Ae 25 65 20 40 35 247 200 40 <o coo Mm 
67. Dallas 20 2 60 8 20 10 1 ny: fee - «6 se o¢ on 
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Chapter Meeting Dates 








For the benefit of traveling members, meetings occurring within the 
next month are listed below: 


Chapter Date Secretary of the Chapter 
Akron Apr. 15 W. E. Rohde, Pittsburgh Plate Glass Co.; (Residence) 
Apr. 29 186 3ist., S. W., Barberton, Ohio. 
May 20 
Albany Apr. 15 George F. Getty, A. P. W. Paper Co., Inc., Albany, 
May 20 _* A 
Atlanta Apr. 15 J. R. Walters, Dittler Bros.; (Residence) 201 Clermont 
Apr. 29 Ave., East Point, Ga. 
May 20 
Baltimore Apr. 15 Louis F. Arnold, Crown Cork & Seal Co., Inc., 1501 
May 20 Guilford Ave., Baltimore, Md. 
Binghamton Apr. 24 Earl W. Thomas, Earl W. Thomas Co., Security 
May 15 Mutual Bldg., Binghamton, N. Y. 
Birmingham Apr. 15 H. y= Schultz, E. E. Forbes & Sons, Birmingham, 
May 2( A 
Boston Apr. 17 George A. Wilson, Patterson, Teele & Dennis, 1 Fed- 
May 15 eral St., Boston, Mass. 
Bridgeport Apr. 17 Robert L. Horton, The Bridgeport Rolling Mills Co., 
May 15 P. O. Box 818, Bridgeport, Conn. 
Brooklyn Apr. 16 F. Clayton Norton, Loomis, Suffern & Fernald; (Resi- 
dence) 5 Garden St., Great Neck, 
Buffalo Apr. 24 G. Howard Chappell, Buffalo Forge Co., "490 Broad 
way, Buffalo, N. 
Chattanooga Apr. 17 Dewey G. Hixson, Chattanooxa Bakery, Inc., 1120 
May 15 King St., Chattanooga, Tenr 
Chicago Apr. 24 J. W. Milnamow, Ditto, Inc., 2343 W. Harrison St., 
Chicago, Il. 
Cincinnati Apr. 17 Philip D. Newell, The Cincinnati Street Railway Co., 
May 8 802 Dixie Terminal Bldg., Cincinnati, Ohio. 
Cleveland Apr. 17 F. R. Borchert, National Carbon Co., Inc., 11709 
May 15 Madison Ave., Cleveland, Ohio 
Columbus Apr. 21 T. S. Wolfe, The F. J. Heer Printing Co., 386 S. 
May 19 Fourth St., Columbus, Ohio. 
Dallas Apr. 18 Cecil Baugh, Baptist Standard Publishing Co., 211 
May 16 Burt Bldg., Dallas, Tex. 
Dayton Apr. 22 John M. Haber, The Dayton Power & Light Co., 
Apr. 29 Dayton, Ohio. 
May 20 
Decatur May 15 R. T. Hoover, Allied Accountants Assn., P. O. Box 
647, Decatur, Ill 
Denver Apr. 15 Harold M. Heckenlively, The Mountain States Tele 
May 20 phone & Telegraph Co., 931 14th St., Denver, Colo. 
Detroit Apr. 17 G. y Long, Hudson Motor Car Co., 12601 E. Jefferson 
May 15 Ave., Detroit, Mich 
Erie Apr. 21 John. R. Haas, Hammermill Paper Co., East Lake Rd., 
May 19 Erie, Pa 
Fort Wayne Apr. 15 H. C. Brudi, General Electric Co., 1635 Broadway, 
May 20 Fort Wayne, Ind 
Grand Rapids Apr. 15 J. P. Van Blooys, Winters & Crampton Corp., Grand 
May 20 ville, Mich. 
Greenwich Apr. 15 Elton_L Hendrick, Yale & Towne Mfg. Co., Stamford, 
Conn 
Harrisburg Apr. 15 J. Walter MacMillan, J. Horace McFarland Co., 
May 20 P. O. Box 687, Harrisburg, Pa. 
Hartford Apr. 15 Einar W. Palm, Turner & Seymour Mfg. Co., Tor- 
May 20 rington, Conn 
Hawaii May 13 .. Thomas, Island Welding & Supply Co., Ltd., 
Honolulu, T. H 
Houston Apr. 16 Ray A. Larsen, Schlumberger Well Surveying Corp., 
Apr. 30 P. O. Box 2175, Houston, Tex. 
May 7 
Indianapolis Apr. 16 Harold E. Wells, Grain Dealers Nat'l Mutual Fire 
Apr. 25 Insurance Co., 1740 N. Meridian St., Indianapolis, 
May 21 Ind. 
Jamestown Apr. 22 Elmore S. McKechnie, Jamestown Business College, 
May 20 318 Washington St.. Jamestown, N 
Kansas City Apr. 28 Parry Barnes, Lunsford, Barnes & Co., 21 W. 10th 


St., Kansas City, Mo. 
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Chapter Date Secretary of the Chapter 
Lancaster May 20 Lloyd S. Hertzler, Armstrong Cork Co., Lancaster, Pa. 
Lehigh Valley Ass, 25 H. O. Hansen, L. F. Grammes & Sons, Inc., Allen- 
town, Pa. 
Los Angeles Apr. 22 D. N. Cooley, 412 E. 11th St., Los Angeles, Caiif. 
May 20 
Louisville Apr. 15 George M. Lauer, Ewing-Von Allmen Dairy Co., 
May 20 Garvin Place & Oak St., Louisville, Ky. 
Maine (State of) Apr. 24 Harry M. Hiser, General ice Cream Corp., Portland, 
Me. 
Memphis Apr. 17 Edwin E. Meeks, Memphis Publishing Co., 495 Union 
Ave., Memphis, Tenn. : 
Milwaukee Apr. 21 I. H. Stark, Milwaukee Gas Specialty Co., 2025 W. 
May 19 Clybourn St., Milwaukee, Wis. ; ’ 
Minneapolis May 8 Alexis Caswell, Manufacturers’ Assn. of Minneapolis, 
a 200 Builders Exchange Bldg., Minneapolis, 
Nashville May 13 roy D. sl Keith, Simmons Co., Inc., Nashville, 
mn. 
Newark Apr. 24 H. W. Chaudoin, Box 815, Butler, N. J. 
New Hampshire May 13 Harold V. Young, New Hampshire Fire Insurance Co., 


156 Hanover St., Manchester, N. 

New Haven Apr. 22 Vincent P. Smith, New Haven Dairy, Division of 
General Ice Cream Corp., 201 Hazel St., New 
Haven, Conn, 


New Orleans Apr. 18 Malcolm M. Dienes, Moses, Rittler & Dienes, Audubon 
May 16 Bldg., New Orleans, Lé 
New York May 13 Cecil D. Marshall, Mergenthaler Linotype Co., 29 
Ryerson St., Brooklyn, N. 
Peoria Apr. 16 Charles M. Ward, R. Herschel Mfg. Co., Peoria, Ill. 
Philadelphia Apr. 17 Edwin Warren Hart, 1616 Walnut St., Philadelphia, 
May 15 - 
Pittsburgh Apr. 16 P. S. McClelland, Knott Hotel Management Corp., 
May 14 Keystone Hotel, Pittsburgh, Pa. 
Portland Apr. 15 H. T. Lowry, Iron Fireman Mfg. Co., 4784 S. E. 
May 20 17th Ave., Portland, Ore. 
Providence May 13 Norman E. Horan, Ostby & Barton Co., 118 Richmond 
— Providence, . 
Richmond May 9 George S. Rose, Virginia-C arolina Chemical Co., 627 
BE ast Main St., Richmond, Va. 
Rochester Apr. 16 WwW -_~ E. Jackman, Eastman Kodak Co., Kodak 
Park, Rochester, N 
Rockford Apr. 17 Harold A. Berg, Rockford Drop Forge Co., 2031 
May 15 Ninth St., Rockford, Ill. 
Saginaw Valley Apr. 15 Walter G. Richert, Saginaw Steering Gear Div., Gen- 
May 12 eral Motors Corp.; (Residence) 125 S., Webster 
St., Saginaw, Mich. 
St. Louis Apr. 15 FE. F. Conner, Conner, Ash & Co., 208 N. Broadway, 
May 6 St. Louis, Mo. 
May 20 
San Francisco Apr. 22 Elmer C. Gunther, Baily, Marton & Fay, Inc., 60 
Sansome St., San Francisco, Calif. 
nton Apr. 21 Donnell Zurflieh, The Scranton Lace Co., Scranton, Pa. 
May 19 
South Bend Apr. 15 J. Harold S. Herkimer, Major Brothers Packing Co.; 
May 6 (Residence) P. O. Box 18, Mishawaka, Ind. 
May 20 
Springfield Apr. 1¢ Henry F. Burrows, Old Colony Envelope Co., West 
Apr. 30 field, Mass. 
Syracuse Apr. 17 R. E. Taylor, Taylor Employment, 333 S. Warren 
May 15 St.. Syracuse, N. Y. 
Toledo \pr. 15 F. J. Tremmel, Surface Combuston Corp., Box 907 
May 20 M. O. Toledo, Ohio 
lri-Cities Apr. 15 G. M. Kloppenburg, Red Jacket Mfg. Co., Daven 
May 20 port, Iowa. 
Utica Apr. 15 Alun H. Jones, Savings Bank of Utica, Genesee St., 
Apr. 22 Utica, N. Y. 
May 20 
Washington Apr. 16 John J. C. Macdonough, The Walcott-Taylor Co., Inc., 
May 14 Suite 501, Mills Bidg., 17th & Pennsylvania Ave. 
N. W., Washington, D. C. 
Worcester Apr. 17 Harry W. Hoyt, The Heald Machine Co., 14 New 
May 15 Bond St., Worcester, Mass. 
York Apr. 16 Charles E. Humer, York Corrugating Co.; (Residence) 
50 S. Hartley St... York, Pa. 
Youngstown Apr. 16 R. W. La Rue, Youngstown Metal Products Co., Box 


900, Youngstown, Ohio. 
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SECRETARY’S CORNER 
The purpose of this section of the Bulletin ts to provide a means 
of direct communication between the Secretary and the members 
of the Association. The opinions expressed and the ideas advanced 
are not in any sense to be considered expressions from the Asso- 
ciation. I am always glad to have comments from members of the 
Association on any material presented.—S. C. M. 











As a last resort in attempting to overcome a severe case of insomnia 
1 few nights ago, I read some recent Secretary’s Corners which I rarely 
ever read because I know too much about them. In the process I came 
to the conclusion that I am getting more like Mrs. Roosevelt all the time. 
Eventually My Day and the Secretary’s Corner will become interchangeable 

less somebody reforms. 

Nevertheless, the record must go on. We are getting close to the end 
Your protuberant President, Victor the Vigorous, and his little shiny-domed 
itellite had a very pleasant trip to Detroit and back as our latest venture. 


\ll of our trips are pleasant because everywhere we go members are most 





nsiderate and thoughtful. This trip was somewhat unusual because we 
had some spare time. The original plan was to have a board meeting and 
hapter meeting in Detroit on Thursday afternoon and evening, and a 


board meeting in Toledo Friday night including Grand Rapids and Saginaw 








Valley, but the Toledo Chapter officers were very considerate in offering, 
in view of our rather heavy schedule this year, to send a delegation to 
attend the meeting in Detroit so that it would not be necessary for us to 
go to Toledo the following night. The Grand Rapids group also agreed 
to this plan. Unfortunately Saginaw Valley had its own meeting that 
night and was not able to attend. We had a very excellent board meet- 


ing, although we were rather crowded for time. It seems that these board 


meetings get longer each one we hold. That is perhaps natural because we 
ire constantly picking up new material as we go from chapter to chapter. 
The contributions of the visiting officers and directors also tended to 
lengthen the meeting; nevertheless, we did cover most of the important 


ground before it was necessary to adjourn for the social hour which De 


troit Chapter always holds prior to its annual National Officers’ Night 
meeting. It was an outstanding chapter meeting with more than two 
hundred and fifty in attendance, our old friend, Howard Greer, delivering 
the technical talk. I have heard Howard talk many times because he has 
been most generous in appearing before our chapters, and as I hear him 
in action I often wonder how he can talk so fast without blowing a fuse 
As he started out in Detroit, I thought that he had finally discovered how to 


spare himself, but that didn’t last for more than five minutes and before 


he was through he was going as usual, spilling ideas like a machine gun 
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I love to listen to him work. I pulled a fine boner in introducing him. One 
of the things we have been trying to impress on the chapters this year is the 
desirability of having precise and accurate introductions prepared in ad- 
vance. Ott Waldow asked me to introduce Howard and in the process ] 
completely forgot the name of his company, Kingan & Company, which 
does a considerable butcher business in Indianapolis. Detroit Chapter 
is in splendid shape and Ott Waldow and his associates have their plans 
lined up for several years to come 

The fact that we did not have to go to Toledo and were not due in 
Cleveland until Monday night gave us a long if not particularly restful 
week end in Detroit. Harry Howell came in from Bloomington. Howard 
Knapp came up from Cincinnati and we introduced President Stempf to 
the noble Scotch game of curling Friday afternoon, after which he was 
lling to concede that it had all the virtues of bowling and then some. 
That evening we witnessed the dispute between Mr, Joe Louis and Mr. 
Abe Simon which was quite an interesting exhibition, although we almost 





had a better one in our box because I happened to be sitting next to Bobby 
(The Rosebud) Pierce who was at one time fly-weight champion of the 
British Expeditionary Forces and I had the temerity to make the statement 


in Detroit that I thought the fight was stopped too soon. You may recall 
Simon was called out on a technical knockout while he was still on his 
feet. He might have lasted another round and Mr. Louis was getting pretty 
feeble toward the end. However, he is a beautiful boxer and oddly enough 
the first time I ever saw him box was in the golden gloves amateurs in 
Detroit some years ago. I told Howard Knapp, on my return to New York 
on that occasion, that I had seen what in my opinion was the most beauti- 
ful boxer ever to come under my observation 

On Saturday and Sunday we had some more curling and Sunday eve- 
ning we flew to Cleveland. Howard Knapp came along for the ride. We 
had some difficulty in Cleveland which threw off my exercise schedule. 
(In order to keep in shape during the current season, I have developed 
the practice of running around the President twice every morning before 
breakfast.) In spite of the fact that he is recognized as one of the out 
standing authorities in this country on internal control, something went 
wrong with his own control and he became very feeble, so much so that 
I did not have the heart to ask him to stand up while I completed my ex- 
ercise. In this connection there was one thing which intrigued me. The 
President was recumbent most of the day. We had two couches in the 
room, one very long and comfortable in appearance, but Victor chose to 
drape himself on a little love seat about three feet long. It would have 
made a swell portrait. 

In spite of our personal difficulties, we had a fine board meeting with a 
good attendance of members as well as officers and directors which lasted 
intil midnight. National Director Tom Dickerson and most of the other 


past presidents of the Chapter were on hand. We discussed many points 
n regard to chapter operation, one of which was particularly interesting 
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to me. They have been conducting a study group in Cleveland which im- 
pressed me as being very constructive although it does not conform to the 
neral rules for the conduct of study groups. They hold a meeting a 


week or two after each regular chapter meeting at which they continue 


the discussion of the material presented at the chapter meeting. There is 


a chairman, but no speakers. It would appear to me that this might easily 
become a valuable addition to chapter procedure and that is the way it has 
rked out in Cleveland. In this connection it seems to me that while the 


original idea of study groups appears to be sound, after a period of careful 
experimentation we have proved rather conclusively that the idea requires 


considerable modification. There are a number of chapters which are 


conducting courses of meetings supplementing and complementing the regu- 
lar chapter meetings not quite in line with our present requirements, which 
mpress me as being definitely valuable. I think before we open up next 
year, we ought to seriously consider some revision of the study group plan. 

We had planned to go from Cleveland to Pittsburgh, but that meeting 
had to be postponed so we substituted Youngstown and in spite of short 

tice had a very satisfactory meeting. Youngstown is in good shape. 
From Youngstown we moved on to Erie where we also had an excellent 


meeting which lasted until train time, and at which we were very happy 
to have with us Claude Rainey and Ray Lowe. Erie has always been a 
ood chapter, and we had some interesting debates in regard to some of the 

tlvoncedt 


more advanced ideas of chapter operations. Those are the discussions which 


| 
keep us alive and inspire us to continued development. 
* * = * ~ 

This is a pleasant item to record because it deals in reminiscence and 
reminiscence becomes more highly valued as the years drift by. Many years 
ago, before the N.A.C.A. was ever thought of, I was a young professor in 
the School of Commerce, Accounts and Finance of New York University 
There they had an interesting practice. Each year the student body by elec- 
tion chose the most popular professor and while I never rated that distinc- 
tion, I was Director of the Day School the year that Charlie Gerstenberg 
vas named the most popular member of the faculty and I was honored in 
being asked to write the dedication of the annual year book to him. He 


} 


afterward founded Prentice-Hall, Inc., and has written a most commendable 


record for himself across the pages of American industry, taxation and 
finance. Some years later, through devious threads of destiny, I became asso- 
ciated with Major J. Lee Nicholson in the development of the N.A.C.A. As 
I believe I have recorded before, we had no home and no money to rent 
one and our present Treasurer, Mr. Warner, very kindly gave us space in 
y at 20 Vesey Street. These 
olices were far from elaborate. As a matter of fact they were spare 





the old offices of the Ronald Press Comp: 


space in the Ronald Press file room. As I went into my office day after 
day, I saw a young man working industriously in one of the cubicles 
adjoining ours and one day he came out and introduced himself to me. 


He said 


, | remember you when you were Director of the Day School at 
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New York University. I was also there at that time and in fact I still 
am. I said, what are you doing? He said, I am trying to write a book 
on cost accounting, and I said, that is extremely interesting because I am 
trying to help Major Nicholson organize a national association of cost 
accountants and I think we have got around to the time when we ought to 
consider the problem of doing something for the members who are com- 
mencing to affiliate themselves with us; are you working alone on this 
project? He said, no, I am working in collaboration with J. P. Jordan. 
J. P. Jordan was at that time connected with C. E. Knoeppel & Company 
and succeeded Mr. Lybrand as the third president of our Association. He 
had taken a very active interest in the formation of our New York Chapter 
and I knew him quite well. So I said to the young man, you must in the 
development of your book have some extra material which you could write 
in the form of a publication for our Association and he said he thought 
he might. As a result the first two technical Bulletins of the N.A.C.A., 
Vol. I, No. 3, April, 1920, “Calculation and Application of Departmental 
Burden Rates,” and Vol. I, No. 4, May, 1920, “Overhead Distribution, 
Compilation and Presentation,” were written by Gould Harris who, largely 
is a result of the association which we formed at that time, later became 
the first Director of our Research Department where he served for a num- 
ber of years until he went back to the academic work of the School of 
Commerce, Accounts and Finance of New York University. I am afraid 
that my penchant for reminiscent narrative has led me rather far afield 
in this story. The point is that at least three times and perhaps oftener 
for all I know (because I think facts are horrible handicaps in narrative) 
he has been chosen by vote of the students the most popular member of 
the faculty. I do not know how often he has to win the cup in order to 
secure permanent possession, but I think he has earned it. And that is not 
all. A few months ago he was again nominated as the most popular pro- 
fessor and at the same time his son, Robert, was chosen the most popular 
student in the senior class. I do not know exactly what this adds up to. 
Life has been extremely kind to me and if I had the effrontery to ask 
for anything else, it would be to share a popularity contest with my own 
son. Gould, I stretch my hand across the years to shake your hand and 
the hand of your boy with the sincere hope that he may, with his splendid 
start, rise to the heights which I know you have so carefully and con- 
scientiously built for him. 
* * * * * 

If you had been born in a little backwoods country town where your 
advent upon the stage of life did not cause a single ripple of applause, and 
if in the years to follow you had drifted back and forth across many parts 
of the world in many widely varied capacities from selling axle grease to 
the livery stables of the primitive South to teaching the science of govern- 
ment in Harvard College, and then as the shadows of maturity commenced 
to gather around you, were seated one evening in a business meeting with a 
group of your friends and one of those friends rose and made a very 
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sincere and complimentary statement to the effect that not only those 
around the table but thousands of other friends whom for many years it 
had been your privilege to know intimately had established a fund for the 
painting of your portrait, how would you feel? 

That happened to me and I was so completely submerged that my thinking 
was entirely without focus and without coherence. I could not express the 
thoughts that arose in me because I could not bring them together in order 
1 coherence. But since then, as I look back on that night, which I think 
marked the high point in my life, I view this happening with emotions 
which are somewhat more definite. My first feeling is one of deep humility. 
Life has given so much to me and I have given so little that I feel the 
exchange has been most unfair. I have taken freely of the kindly con- 
sideration which many friends have offered without ever really stopping 
to realize how little I deserve what has been so generously given. I wish 
I could feel in my soul that I have given something to life which might in 

me small way justify what I have received. My second emotion was a 
sincere sense of responsibility which I hope in some humble way it may 
be my privilege to discharge. In the acceptance of this magnificent tribute, 
[ humbly and sincerely consecrate the few years of life which may be left 
to me in an effort to justify what you, my friends, have so kindly given 


to me. 
Doc. 





Report of the National Board Meeting 











The meeting of the National Board on March 28 was notable for the 
large attendance of members of the Advisory Council which is made up of 
the presidents of all N.A.C.A. chapters. At this meeting the Board ap- 
proved the rules (reported elsewhere in this issue) governing the waiving 

f dues of members called into active military service. These rules will 
become operative on May 1, the effective date of the amendment to the 
By-Laws which made this action by the Board possible. 

The March Board meeting is the one set aside for consideration of the 

cation of the convention for the following year. At this meeting invita- 
tions for the 1942 convention were presented on behalf of the Chicago, 


Cleveland, Detroit, Grand Rapids, Milwaukee and Pittsburgh Chapters. 


Final decision on this matter was deferred to the April meeting of the 
Board 

The Board received a report from Mr. Neel on the effect on Stevenson 
Trophy standings of credit granted for the organization of new chapters, 
and the conclusion was reached that credit granted for this activity did 


not have as great an effect on trophy standings as had been suspected 
Mr. Moore announced that the report of the research study of practice 


‘i 


i 


in accounting for depreciation would be published in the Bulletin for April 


15, while Mr. Fraser announced plans for the issuance with the Bulletin 
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f May 1 of a new edition of the Constitution and By-Laws, including the 
umendments made since the last printing ten years ago. 

Mr. Klein of the Convention Program Committee reported that invita- 
tions had been issued to speakers and discussion leaders for the technical 
sessions at the convention and that it was hoped that the program would 
be completed shortly. 

Professor Fiske reported that the change in the rules regarding credit 
granted on manuscripts had resulted in a wider participation by the chapters 
in this activity. 


The next meeting of the Board will be held on April 25. 


REGULATIONS COVERING THE WAIVER OF DUES 
DURING MILITARY SERVICE 


Several months ago the National Board took up for consideration the 
matter of special arrangements in regard to dues of members in military 
service. In order to give the Board authority to deal with this question, it 
was necessary to amend the By-Laws of the Association. An amendment 
or this purpose was prepared and published in the Bulletin of March 1 
ind will become effective on May 1. In the meantime a special committee 
of the Board has prepared certain rules applying to such waiver of dues 
and these rules have been approved by the National Board pending the 
idoption of the authorized amendment. 

The general purpose of these rules is to waive dues of members who are 
ctually in service but inasmuch as each Board of Directors serves for 
one fiscal year, it is necessary to have application for waiver for each fiscal 
year or portion thereof. 


The rules which have been adopted by the Board are as follows: 


1. Any active member of the Association in good standing who has been 
a member for at least one year may, when entering military service, 
apply for military service classification which shall entitle him to 


exemption from dues to the end of the fiscal year in which he makes 


such application 





2. Any suspended member of the Association who has been a member 
for at least one year may, upon restoration of his membership to good 
standing, make similar application for military service classification. 

3 ig the period when military service classification is effective, 
the member shall be entitled to full service without payment of dues. 

4. Exemption from dues shall apply only to the current fiscal year, Sep- 
tember 1 to August 31, and if the period of military service runs 
beyond that year, the member must make further application for con- 
tinuance of military service membership. 

\ny member granted exemption from dues for military service under 
these provisions shall, upon his discharge from military service, 


promptly make application for restoration to active membership and 


shall be given such restoration without extra charge or fee except 
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that he shall be required to pay any arrears which may exist in his 
, ? 


int prior to the date on which he was called into service. 


It should be noted that application must be made personally in each case 


1 that exemption applies only to the fiscal year in which application 1s 
: . 
ud Such exemptions do not cancel arrears and apply only to the term 
i - 2 
ervic Any special cases which are not covered by these rules shall 
be I . 1 t tl 


o the National Director in charge of Membership for such 


n as he may deem necessary. 





Authors of Manuscripts Received 











We are indebted to the following N.A.C.A. members for manuscripts 


bmitted during March and made available for possible publication in the 
\V.A.C.A. Bulletin. Because of space limitations and duplication in the 
ireas covered, it will not be possible to publish all articles submitted. This 


ans is taken to acknowledge the Association’s indebtedness to the fol- 


Paut A. ALtpeter, Rochester Chapter 
B. BAcHorer, Kansas City Chapter 

ljoHN BEALE, Youngstown Chapter 
J. L. Brock, Houston Chapter 
ArcH O. Brown, St. Louis Chapter 
D. E. Browne, Los Angeles Chapter 
Puit Carroii, Jr., Newark Chapter 
\. T. Cameron, Philadelphia Chapter 
A. P. Franz, Springfield Chapter 

Howarp A. Grippincs, Richmond Chapter 

SAMUEL T. GustINa, Pittsburgh Chapter 

Epwarp H. JoHNson, Jamestown Chapter 

EK. P. Kearns, Springfield Chapter 

AsHTON Kipper, Columbus Chapter 

\. H. Kramer, Fort Wayne Chapter 

W. J. Maprtson, New York Chapter 

Grecory J. Oserst, Detroit Chapter 

Gravy Powe tt, Atlanta Chapter 

Perry W. RopMan, Bridgeport Chapter 

T. A. SeLocie, Chicago Chapter 

CLARENCE E, SteNpDER, Milwaukee Chapter 

Winston H. Sumner, Peoria Chapter 

Francis A, Wane, Brooklyn Chapter 

ArtTHUR B. WINTER, Worcester Chapter 

We are also indebted to the following individuals who are not members 

but have contributed articles through the publications directors of the 


chapters indicated 
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James I. Cason, submitted through Baltimore Chapter 

FRANzY EAKIN, submitted through Buffalo Chapter 

Lynton W. GEARHART, submitted through Indianapolis Chapter 
Cayton G. HALE, submitted through Cleveland Chapter 

Frep C. Hart, submitted through Greenwich Chapter 
ARCHIBALD B. Hossack, submitted through Lehigh Valley Chapter 
E. A. Kunst, submitted through Cincinnati Chapter 

WI1Lt1AM F. Macee, submitted through Toledo Chapter 

Leo Powe son, submitted through Rockford Chapter 

R. G. RANKIN, submitted through Binghamton Chapter 

H. HerMAN Raucu, submitted through Tri-Cities Chapter 

J. D. Rosertson, submitted through Providence Chapter 

SisteR Mary St. AGNEs, submitted through Scranton Chapter 
Cart N. ScHMALZz, submitted through Boston Chapter 





Employment 








Position Available 


In some cases available positions coming to the attention of the N.A.C.A. 
Employment Service must be filled at once and cannot be advertised through 
these columns. Members seeking employment should register with National 
Headquarters and their local Chapter Director. Forms are provided for 
such registration. Applications for the position mentioned below should be 
addressed to the key number and sent to Headquarters, where they will be 


forwarded to the advertiser 


No. 1078—A well established Company in the fabricated steel and steel 
pipe business desires a Senior Cost Accountant capable of installing and 
operating standard costs and budgetary control of factory operations. This 
Company would prefer a man between 30 and 45 years of age with sub- 
stantial experience in this industry or an industry having similar problems. 
Salary, $6,600 to $7,000. 


Men Available 


Listed below is a short summary of the employment records of two of 
our members who are now available for employment. A complete file of 
men is maintained at Headquarters. Upon request, digests of the records 
of men available and qualified for the positions to be filled will be furnished 
employers. 


No. 1479—Cost AccounTANT, Aupitor. Thirteen years industrial ex- 
perience. LaSalle graduate in Business Management and Accounting; 
C.P.A. training. Thirty-three years old, married. Desires place with 
progressive concern where training may be used to advantage. Prefer 
Southern or Western states. Now located in Texas. 
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No. 1480—AccouNTANT AND AupITOR—Twelve years’ experience in indus- 
iblic accounting. Latter 
included numerous complete installations (some with costs), audits, tax 
} 


trial accounting, including costs. Eight years in { 
returns, etc. Recently in charge of field office for contractor (including 
» CC thy ar a ofce or contractor (including 
costs) on large government project. Author of published cost article. 
Willing to locate anywhere and no objection to traveling. Bentley graduate 


age 45; married; excellent health 





Chapter Meeting Write-Ups and News Notes 








AKRON 
The Akron Chapter held its technical session on March 18 at the Akron 
City Club. The subject for the evening was “Preparation of Payroll and 
Employee Records.” C. R. Fay, Director of Employee Accounts Division 
of the Westinghouse Electric & Manufacturing Co., was the speaker and 


leader of the discussion for the evening. 
The speaker has a well-established background and long experience in the 


payroll controls As a result, he 
nls used by West- 


h a large number 


handling of employees’ accounts and 


was able to present a very thorough outline of the m 





inghouse, a company of wide and varied operat 
of employees, which comes in contact with almost all possible difficulties 
and legislation in connection with labor control 

This outline of procedure was most interesting and also practical in 
indicating how to make direct allocations of charges for salaries and wages 


to the respective operations, instead of throv all such charges into a 








clearance account and making later redistributi 


ALBANY 


The regular monthly meeting of the Albany Chapter was held at the 


Hotel Van Curler, Schenectady, on Tuesday evening, March 18. Our 
guest speaker, J. M. Coffey, Vice President and Factory Manager of th« 


Mica Insulator Co., Schenectady, spoke to us about “Costs in the Mica 


Industry.” In the mica business, a large proportion of the volume is made 


p of specialty items which, as we all know, create tremendous problems 


u I 





in the gathering and control of costs. Mr. Coffey explained the operation 
of the cost system which has been successfully employed by the Mica 
Insulating Co. to yield the necessary information with a minimum ex- 
penditure 

In addition to his talk, Mr. Coffey presented a very excellent moving 
} 


picture showing the story of mica from th 


India until it eventually finds its way as part of the generator and starting 


it is mined in distant 





otor of our automobile or the electric toaster, iron and vacuum cleaner 


as used by the better half of the family. 
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We are exceedingly pleased to welcome Samuel T. Hulett, Ira S. Mar- 
cellus and Thomas J. Pysh as new members of the Albany Chapter. Mr. 
Pysh was formerly a member of the New York Chapter. Our President 
has appointed Pete Lawrence, Art Manweiler and Sam Warshaw as the 
Nominating Committee to suggest a list of candidates for chapter officers 
for the coming fiscal year. 


ATLANTA 
R. F. Adamson, Cashier of the Citizens & Southern National Bank, 
addressed the Chapter at its regular meeting on March 18, on the subject 
of “Methods of Determining Bank Service Costs and Their Allocation to 
Individual Depositors.” 


Mr. Adamson summarized the history of banking to date and pointed 
out the free services that were rendered by banks, to which the average 
depositor has never given much thought. 


rn 7 7 ° ~ te » = > . 
[The Chapter held its annual Stag Party at t 


March 27. Our ow! 


he Atlantic Brewery on 
1 Russell Baker was the master of ceremonies. Russell 
certainly knows how to present figures. 


We were sorry to learn of Mrs. Walters 


recent illness, but are happy 
to report that she is improving daily. 


BALTIMORE 


Our regular monthly technical session, held at the Emerson Hotel, Tues 


day, March 18, was attended by the lars 





est crowd we have had at one 
of these meetings in many years. It was very fitting for such a great 
number to turn out to hear one of our former members. James I. Cason, 
Auditor, Chesapeake & Potomac Telephone Co. of West Virginia, paid us 
a visit from “way down” Charleston, W. Va., to talk on “Forecasting and 


Co-ordinating Operating Expenses.” His method of explaining the subject 
was well received by all who attended. This subject, ordinarily a heavy 
and somewhat dry basis for a talk, raised much discussion and Jim’s manner 


( nanaill 


ig it was commented on very favorably by the large group. 
Our Study Group on Tuesday, March 25. Chap Davis led the dis- 
ion for this meeting. E. W. Clede, a member of our Chapter, explained 
he application of his company’s calculating machine to specialized problems. 
The class proceeded smoothly until Chap and Nellie Iardella began asking 
questions. Mr. Clede and his assistants made notes of the questions. They 


promise answers at a later date. An interesting evening was enjoyed by 


1 " 4 


[These news items are usually written by Charlie Read, our Director 
‘ublications. However, at this writing he 


is enjoying (we are sure) 
s honeymoon in Florida 10 wouldn’t Ve wish him the best of 
Fl WI Id VW h | the best of 


nil f 


happiness and will look forward to seeing him at the next meeting. 
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BINGHAMTON 

On March 20, diverging from the usual monthly meetings, we held a 
Quiz program at the Carlton Hotel. J. V. Colley acted as master of 
ceremonies, with four other members as experts who answered the questions 
submitted. 

The membership at large could not quite figure out whether the men act- 
ing as experts were being gallant in letting Miss Linda Stanford answer 
the questions or whether they did not know the answers. However, when 
the points were counted at the close of the Quiz, Miss Stanford totaled more 
points than the three men together. The questions not answered by the 
experts were passed on to the membership and the arguments which ensued 
as each man claimed his answer was correct, were settled only by reading 
the answer submitted to the judges previous to the Quiz. 

Sunny California is still calling members of cur Chapter. Bob Layton 


eft us this past month to take a position with Lockheed Aircraft. 
For the first time in five years Don Duvall is really taking a vacation this 
Easter. He is spending a week or ten days at Pinehurst, N. C., where 
he hopes to improve his golf and enjoy some “Southern Comfort.” 
Warren Grady and Mills McQueen of Drybak Corp. have taken active 
charge of setting up a school for training power sewing machine operators, 
a project in line with the national defense program to overcome the shortage 


of such operators in the clothing industries. 


BIRMINGHAM 
Surprises in the Spring—Tra la! 
Firstly and Foremostly: Miss Marie Katherine Beaudry, our newest 


NACA-ette, arrived via the Blessed Event Route to keep Papa Philip pacing 
the hospital corridors at about the time of the March 18 dinner-meeting. 
Early reports indicate that MKB will inherit Philip’s nickname. Con- 
gratulations, Red! 

Secondly: We're gaining new member Joe Copper practically on the 
eve of his marriage to one of the City’s loveliest girls—Miss Betty Dunn. 
Joe has just been made Acting Assistant Controller in Charge of Statistics 
of Tennessee Coal, Iron & Railroad Co. In all modesty as far as we're 
concerned, we proclaim that this is a nice bunch of affiliations for a fine 
fellow 

Thirdly: An absence of note from the March 18 dinner-meeting was 
that of “Mag” Gorrie, who broke a three-year attendance record because 
of business out of town. 

Fourthly: We were initiated into the mysteries of cement manufacture 
by way of a very instructive discourse on “Accounting in the Cement Manu- 
facturing Industry” by John W. Ray, who is Local Auditor of the Universal 
Atlas Cement Co 

Fifthly and Lastly: “We-all”—which includes the entire Birmingham 
Chapter—are invited to join the Birmingham Chapter of the National 
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Office Management Association at their April 24 meeting. Despite a verit- 
able network of snoopers, your correspondent has been unable to determine 
just what the NOMA has in store for us, but current gossip concerning 
said gathering leads us to believe that the NOMA’s are outdoing themselves 
in our honor. Therefore, we'll be looking for a full turnout of NACAians. 


BOSTON 

The March meeting of Boston Chapter was most interesting, particularly 
to those interested in department store inventory control. Carl N. Schmalz, 
Controller, R. H. Stearns Co., was the speaker. John J. Bulger, Con 
troller, Gilchrist Co., was chairman of the meeting. The talk, entitled 
“The Problems of Merchandise Control in a Department Store,” covered 
three phases: a merchandise budget, a unit control over merchandise, and 
a control over slow-moving merchandise 

Dick Fletcher addressed the New Hampshire Chapter at their meeting 
on April 6. His subject was “Production Planning and Control.” 

Ability reaps its own reward. Tom Dunbar, Past President of Boston 
Chapter and Assistant General Auditor of the Boston Elevated Railway 
Co., has been elected President of the American Transit Accountants Asso- 
ciation. 

April 3 was Boston Chapter’s annual Plant Visitation Day. The Boston 
Edison Company was the host. A visit to the generating plant and supply 
department was followed by an enjoyable dinner-meeting at one of the 
company buildings. Charles F, Rittenhouse, Past President of 3oston 
Chapter, as Chairman of the meeting, had the pleasure of introducing 
James V. Toner, Executive Vice President and Treasurer of Boston Fdi- 
son Company, as one of the speakers. Mr. Toner gave a very enlightening 
talk on “Incomparables in the Cost of Electric Service to the Consumer.” 
An illustrated talk was given by John A. Herlihy, Superintendent of Serv- 
ice and Supply Department on “Stock Control,” and Robert E. Dillon, 
Vice President of Production and Engineering, presented an illustrated 
talk entitled “From Coal Pile to Customer’s Socket. 


” 


BRIDGEPORT 

Frederick W. Kilduff, of Frederick W. Kilduff & Associates, New York 
City, gave us his interpretation of the treatment of emergency plant facili- 
ties in respect to defense prime contracts and subcontracts and their effect 
on accounting, costs and taxes, at our regular meeting held Thursday 
evening, March 20. As a large portion of our membership are employed 
in industries handling defense contracts, the subject matter was timely 
and provoked a good deal of discussion. Joseph Foerth handled the post 
er and was ably assisted by Herman 


of guest chairman in his inimitable mam 
Konig who led the discussion period 
T 


During the month we lost our first member through the selective service 
draft for the armed services of the United States. Carl Carlson, our 
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Program Director, is now stationed with Company D at Camp Wheeler, 
Ga. Some of the boys gave a dinner for Carl at the Barnum Hotel on 
March 11 as a send-off and token of the Association’s esteem 

Joseph Foerth has moved into his new home at Fairfield, Conn. Joe 
says it’s a change from a big house with a little mortgage to a little house 
vith a big mortgage. 
Everett Japp, Works Accountant for Bridgeport Brass Co., was made 


1 


an Assistant Treasurer of the company recently 


BROOKLYN 
Our good friend, William R. Donaldson, of Miller, Donaldson & Co., 
spoke at our March meeting on the subject of “New Factors in State and 
Local Business Taxes.” Bill is an authority on this subject as a result 





of his broad professional experience. In 1934, he was Deputy Controlle1 
of the City of New York. 

Bill came to the meeting well supported by a group of his strong-arm 
squad from the Brooklyn Boys Club of the Navy Yard District. These 
future boxing champions put on an exciting show. In fact, it is one feature 
the Chapter looks forward to each year. Bill Donaldson is President and 
promoter of the Club. 

The last board meeting, called to order by President Bob Behlen, found 
the following members reporting present: Past Presidents Harry Grube 
and Tom Nisbet, and Messrs. Gunzer, Weidman, Jensen, Norton, Nohe, 
Hornung, Wade, Hayner and Andrus. One of the items taken up and 
favorably decided upon was further extension of the study group lectures, 
subjects to be announced later. 

Word comes that Harry Olson has returned from 
tter. We all look forward to seeing him soon at some of our meeting 
Dick Whitelocke and Henry Russell, two of our energetic associat 


directors, and also our new member, Hines J. Hendricks, are now in train- 


rida feeling much 


b 


ing with Uncle Sam. 
Ve hear Jim Allen is back on the job after being under the weather 


BUFFALO 

The regular meeting of the Buffalo Chapter was held at the Buffalo 
Consistory, March 27. Arthur C. Horrocks, Public Relations Director of 
the Goodyear Tire & Rubber Co., spoke on “The Human Side of En 
gineering.” 

In discussing human relations, Mr. Horrocks stated that the require- 
ments of a good supervisor or foreman were the ability to smile, to observe 
the progress of the job and its difficulties, and to be able to think and 
reason along lines that the men under you can understand. He cited 
several examples where management and the employees had worked out a 
very satisfactory method of keeping a harmonious relationship by under 


’s problems. 








April 15, 1941 N. A. C. A. Bulletin 





After the technical session, movies were shown of the Canadian North- 


Our sincere sympathy to LaVerne Lepard in the loss of his wife. 

At a special activity session held March 19, under the leadership of 
Robert E. Renner of the Curtiss Aeroplane Division, Curtiss-Wright Corp., 
the topic was “The Progress of an Order.” This meeting was well at- 
tended, and brought out considerable discussion as to the merits of unit 
accounting. 

Our genial Secretary, Howard Chappell, has been elected President of 


the Western New York Alumnus Chapter of Pi Kappa Alpha for 1941. 


Congratulations, Howard. 


CHATTANOOGA 
The Chattanooga Chapter held its regular monthly meeting on Thursday, 
March 20, at the Red Room of the Patten Hotel. The speaker of the 
evening was R. Edward Whelchel, who is one of our own members and is 
Cost Accountant for Crystal Springs Bleachery, of Chickamauga, Ga. The 


subject of the technical session was “Development and Use of Standard 


Costs for the Gray Goods Industry.” 

Ed Whelchel gave us a real case study of standard costs as applied 
to the activities of his company and illustrated his talk with a mimeo 
graphed reproduction of a cost sheet actually used by his company. This 


cost sheet gave rise to considerable discussion. 


CHICAGO 
om 


Those of our members who found it impossible to attend the March 27 
meeting of the Chicago Chapter at the Merchants and Manufacturers Club 
failed to hear a very interesting talk by H. E. Kroll, Manager of Dun 
& Bradstreet, Chicago, on the subject of “Operating Ratios as a Guide to 


Good Management.” Mr. Kroll pointed out that with several years’ bal 


that he could therefrom establish the concern’s 


ance sheets before him 
rating. 


Our President, E. A. Trapp, made a business trip to New York during 


which he attended the N.A.C.A. National Board meeting. 


Two of our members, Ernest Coleman and Harry C. McCluskey, recently 


visited the Milwaukee Chapter on official business 

After a strenuous fiscal year, we individuals must have some form of 
relaxation, either in the form of an annual vacation or a brief sojourn to 
the Florida watering places, or, if one must remain at home, by attending 





the Chicago Chapter annual Smoker, which is to be held this year on 
Friday, May 9, at the Midwest Athletic Club, Madison and Hamlin Aves., 


Chicago, Ill. It is planned to have a buffet lunch, to be followed by a social 


period and entertainment. 
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CINCINNATI 

The Cinncinnati Chapter held a very interesting meeting on March 20. 
The speaker for the evening was T. W. Eustis of the General Motors Corp., 
and his subject, “Graphic Presentation of Cost Data.” 

Mr. Eustis gave us some very fine examples of accounting statistics which 
were presented by means of graphs. He also convinced us of the impor- 
tance of this method in aiding the executive who wishes to get a complete 
picture of operations, without delving through a mass of detailed figures. 
Of general interest was Mr. Eustis’ chart analyzing the membership of our 
Chapter by industries and by occupation. 

The meeting was preceded by dinner in the Rathskeller of the Hotel 
Gibson. During the dinner hour we were entertained by a fine floor show, 
one act of which included a magician, who selected R. W. Sandburg, one 
of our past presidents, to assist him, in his performance. Mr. Sandburg 
performed in a very proficient manner, but he is still puzzled over the fact 
that the magician removed his wristwatch without his knowledge. 

We were very pleased to have as our guests, several members of the 
accounting staff of the Wright Aeronautical Corp., whose new plant here 


is nearing completion. 


CLEVELAND 

March was unusually loaded with activity. On the 13th, a sizeable group 
visited the plant and office of one of Cleveland’s famous institutions— 
Richman Bros. Co. The group that was able to drop their income tax 
matters long enough for this visitation were well repaid with an amazing 
exhibit of mass tailor operations and an equally interesting explanation of 
the accounting control for such operations. 

On March 20, one of the largest turnouts of the year greeted Past 
National President William F. Marsh who laid out some splendid ground 
work on “Inventory and Material Control.” The discussion provoked by 
this presentation was good evidence of the interest in the subject. Mr. 
Marsh was introduced by Cleveland’s own Past President, Logan Monroe. 

The discussion on this topic was continued at the Educational Forum on 
March 27. This discussion was led by W. R. Forsythe, Controller of Ohio 
Crankshaft Co. These intimate discussions, led by a man actively concerned 
with the problem involved, have become an important and attractive part 
of the activities of Cleveland Chapter. 

On March 24, the board of directors met with Doc McLeod and “Vic” 
Stempf on their official annual tour of chapters. We are always glad to 


see Doc and “Vic.” 


COLUMBUS 
At the general meeting on March 18, the members of the Columbus 
Chapter were host to Harry E. Howell, Controller of the Grinnell Co., 
Providence, R. I. Mr. Howell spoke to us on the subject of “Application 
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of Cost Records to Profit Making.” It was a pleasure to have Mr. Howell 
with us. 

This meeting was designated as Past Presidents Night. Most of our past 
presidents were in attendance and our first President, Lee Assion, was the 


discussion leader for the evening. 


During the past month we have had two educational meetings: one on 
March 10, when Don A. Fisher was the discussion leader; another on 
March 24 with Robert Rudy as discussion leader. Both men are to be com- 
plimented on the fine manner in which they handled their subjects. 

A series of Income Tax talks which were sponsored by the Chapter, were 
recently presented over radio station WBNS. Ashton Kidder and W. E. 
Bishop were on the first program. On the second program were L. M. 
Tobin and Theodore Wagner. The third and last program was given by 
Joseph R, Boland and Charles W. Lingo. 

The Columbus Chapter is pleased to announce that one of its members, 
R. H. Harvey, has recently become the proud father of twins. 

Larry Krause is convalescing in the hospital from a recent operation. 
He is reported to be coming along nicely 

The following have recently become members of the Chapter: Wm. R. 
Forsythe of Int’l Business Machines; Frank Boland of Keller, Kirschner, 
Martin & Clinger; Howard Robinson of American Art Works, Coshocton, 
Ohio; and H, L. Hughes of the Chittenden Hotel 


’ 


DALLAS 

One of the ranking newspapers of the country, the Dallas Morning 
News, was host to this Chapter on February 21 in its first plant visitation. 
After two interesting hours in the plant, during which time every depart- 
ment was visited, Myer Donosky, of the Dallas News staff, explained the 
modern and practical cost system in use in this, “the oldest business insti- 
tution in Texas.” Mr. Donosky covered such points of interest as the interal 
control of ad-billing, the internal control on circulation, the calculation 
of cost per page, and many other features including the principal points of 
difference between newspaper and manufacturing cost problems. Dinner and 
refreshments topped the evening off nicely. 

Everyone was glad to hear that Brown Cracker & Candy Co. had given 
T. E. Aimers a promotion. Nice going, T. E.! 

Prexy Giddens appointed Everett Green Chairman of the Convention 
Committee, and Everett promptly announced that New York would certainly 
have to put up with him at convention-time. 

Many N.A.C.A. chapters throughout the country have sent this three- 
month old Chapter congratulatory letters. We are sorry that we cannot 
acknowledge each letter separately—there’s just too many—however, all 
of us down here do want to say, “Thanks a lot.” 
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DAYTON 

One hundred fifty-six members and guests welcomed Professor William 
\. Paton of the University of Michigan as speaker before the regular 
March meeting. Every person present listened witht. great interest to his 
subject, “Reporting Business Fluctuations.” An interesting discussion period 
was conducted by R. Allan Parker, our Membership Director 

New members introduced and welcomed by the Chapter were Robert 
EK, Constant, Richard M. Jackson, Eldon R. Koontz, and O. K. Seybold. 

The Chapter’s sixth educational meeting was held March 4, when Stephen 
\. Gillman, certified public accountant in Ohio and Wisconsin, discussed 
a “System of Internal Check.” 

Earl E. Hagerman and Wilbur C. Reese were appointed finance chair- 
men of the Dayton and Miami Valley Centennial Association, Inc. 

N.A.C.A. members who served as chairmen of Business Conference 
meetings sponsored by the Dayton Chamber of Commerce were Jesse C 
Cassel, Arthur A. Seiferman, and Homer E. Snider. 

Our congratulations to Frank A. Boettger, Past President of Dayton 
Chapter, who was appointed Assistant Divisional Controller of the Inland 
Manufacturing Division of General Motors Corp. 

All members of the Dayton Chapter have received copies of papers writ 
ten by C. L. Kingsbury, Victor E. Frank and G. D. Vaughan. These clap 
ter members have recorded some of their valuable experiences in 


accounting 


DECATUR 

“Streamlining Overhead Methods” was the subject of our March meeting 
which was held in Bloomington, IIl., at the Illinois Hotel, Thursday eve- 
ning, March 30. The meeting was under the direction of Ray Hopkins 
who introduced the distinguished speaker, Harry E. Howell, Controller of 
the Grinnell Co. of Providence, R. I., and holder of numerous other titles, 
ncluding that of National Vice President of the N.A.C.A. 

Mr. Howell covered his subject most thoroughly and in a highly 
scholarly, yet intensely interesting way. The application of overhead ex 
pense items to cost cannot be set to any fixed rule or formula but, in the 


speaker’s opinion, must be handled to meet the needs and comprehension 
of management for use in determining policies and in establishing effective 


controls, and must have unusual flexibility to fit these compellir @ require 


ments 
Members of the Peoria Chapter, Decatur Chapter’s “child prodigy,” were 
invited to attend this meeting and responded prodigiously. Headed by their 


genial President Blackie, thirty-eight of them came over to Bloomington 
in a chartered bus, bringing along entertainment for themselves while en 


route in the person of an accordion player. 
Announcement was made by Professor Theiss about the Spring Con- 
erence to be held in Urbana, III., under the joint auspices of our Decatur 
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Chapter and the University of Illinois College of Commerce, April 25 and 
26. Most of the Conference meetings will be held in the beautiful new 
Union Building on the campus. 


DENVER 

In rushing into print with the announcement of five new members last 
month, we misnamed the representative of Burroughs. He is Van W. 
Gladen (not Gleason). We regret erring on your name Van, but the hearty 
welcome applies equally well. We learned further that the representative of 
Pacific Manifolding who joined in February is Herman E. Mockler. With 
that record straight, we can add the names of new members for March— 
Alex B. Gross of the Hirschfeld Press and Charles Dimler, Assistant 
Secretary-Treasurer and Auditor of The Colorado & Utah Coal Co. A 
hearty welcome to you, Mr. Gross; and for Mr, Dimler, the whole of the 
next paragraph. 

Charlie Dimler came to the meeting as the speaker of the evening. 
With the full advantage of being able to look over the entire membership 
from the prominence of the center of the head table, he completed his 
application for membership—and we are mighty proud. We hope his 
membership will return as much to him as he has already given us in 
his comprehensive talk on “Some Essential Features of Coal Mine Account- 
ing.” As Mr. Dimler pointed out, coal mine accounting has particular 
importance to Colorado accountants because of the importance of the 
present operations in this State and the great size of its ore reserves. The 
different problems involved in the accounting and costs for many mines of 
different types and locations were clearly presented. In the discussion 
e meeting chairman, Ray Broughton, many questions 


period, ably led by tl 
concerning development expenses, depletion bases, etc., were raised and 


answered. 


DETROIT 

Thursday, March 20, was a busy day for the Detroit Chapter. We were 
honored with the presence of our National President and our National 
Secretary. 

Luncheon preceded the board meeting which was called for 3:00 P.M. 
Officers and directors of the Toledo, Saginaw Valley and Grand Rapids 
Chapters were invited to attend, as were team captains of the Detroit 
Chapter. As the meeting progressed and each officer and director made his 
report, our National President and National Secretary offered constructive 
suggestions respecting each activity discussed. We are certain that all of us 
received much good from these discussions and they gave us food for 
thought for the future operation of the Chapter. 

Doc McLeod acted as Chairman for the evening technical session at 
which he introduced our National President who delivered an inspiring 
message to the membership. Howard C. Greer, the speaker of the evening, 
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has been a very good friend of N.A.C.A. for many years, delivered 


senting Cost Information for Executive Use.” 





' ‘ > 
U 4 +h 27, we met with the Canadian Society of Cost 
\ 1 Industrial Engineers. This meeting was addressed by our 
end, |] Peden, on the subject “Cost Accounting in the Auto 
ma Screw Machine Industry—A Case Study Involving Machine Hour 


utes, Standard Costs and Pricing Technique.” The Detroit Chapter had 
od representation at this meeting. 
Lawrence Downie, formerly Factory Auditor of the Kelsey-Hayes Wheel 


\ ‘ i 
" who only recently has been appointed General Manager of that 
( s plant in Canada, acted as Chairman at this meeting. We en- 
oyed tl spitality extended by our Canadian friends and look forward 
» the of tunity of meeting with them again in a joint session during 
the « ly yeal 


ERIE 
The regular monthly meeting of the Erie Chapter was held on Monday 
evening, March 17, in the Colonial Room of the Hotel Lawrence witl 


L. Antonen of the Denman Tire & Rubber Co., Warren, Ohio., as 


t speaker. Mr. Antonen handled the subject “F'undamentals of Standard 
Costs” very well and a lively discussion period followed 
Chapter was honored on Wednesday evening, March 26, by a visit 
the National President, Victor H. Stempf, and National Secretar 
Stuart C. “Doc” McLeod. A special meeting the board of directors was 


eld, presided over by Vice-President B. O. Barto due to the absence of 


President Pepenbring who is teaching at the University of Pittsburgh Ex- 
tension and was unable to be at the meeting 
es | | has decided to take on a new boss after April 4, when he 
S to travel dow the aisle 
Our worthy Director of Employment, Quentin L, Horsman, passed out 
the ars on the occasion of a new baby boy. 


Dallas Smiley is on an extended vacation in the South Seas somewhere 
pistol shot, has won his expert marksmanship pin. 
r the coming year is as follows: Dallas 


( lirman ; A. QO. Ellis and A. E. Boldt. 


FORT WAYNE 


\s a special feature program the Fort Wayne Chapter elected to hold 


I 
ypen b | ting before the membership on March 11 at the Chamber 
Commerce, the purpose being to acquaint the membership with the func- 


acquaint them 


ns performed by their officers and directors, likewise t 
he Stevenson Trophy system. This meeting was preceded by the 


ilar chapter dinner 
llowing the board meeting, an instructive playlet entitled “Why No 
Profits—The Super Deluxe Gadget Corporation,” was staged by members 
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The regular technical session for the month was held on March 25 
following a dinner at the Chamber of Commerce. The speaker, G. M. 
Pelton, of the Office of the Controller of Swift & Co., Chicago, Ill, had 
as his subject, “Keeping Costs in Line and Operating the Business for a 
Profit.” 

Prior to the technical session, the local Chapter dedicated the meeting to 
the Lincoln National Life Insurance Company, whose Vice President, 
Alfred L. Dern, acquainted the Chapter with “The Make-Up of Life Insur- 
ance Policies and Premiums.” 

Arrangements are progressing nicely for the Business Show to be held by 
the local Chapter at the Chamber of Commerce the latter part of April. 


GRAND RAPIDS 

Allen H. Ottman of the Bausch & Lomb Optical Co., Rochester, N. Y., 
presented an excellent case study on “Estimating & Forecasting” at the 
regular chapter meeting held Tuesday, March 18, at the Rowe Hotel. Mr. 
Ottman, Statistician and Economist for the Bausch & Lomb Optical Co., 
proved in a convincing way the value of graphs in estimating and fore 
casting 

\ special mecting was called on Tuesday, March 25. This was a joint 

eeting with the Accountants Club of Kalamazoo, which was host to our 
Chapter on November 12. 5. H. Zoerhof of the Corduroy Rubber Co 
made arrangements with his firm for an afternoon plant visit, and many 
availed themselves of the opportunity to watch the operations required 
1utomobile tire. 


\ record attendance met in the technical session to hear Allan H. Mo- 


= 


nsen, member of the editorial staff of Factory & Industrial Management. 
His talk on “Applied Motion Studies,” illustrated with motion pictures, 
was extremely interesting and well received by the Grand Rapids audience 

Dean Karl G. Merrill, member of Ferris Institute faculty for twenty- 
one years, has been elected Vice President of the school by the Board of 
Trustees. Our Secretary, J. P. Van Blooys, Secretary-Treasurer of the 
Winters & Crampton Corp., was elected a member of the Board of Direc- 
tors of his firm. Congratulations, men. 

We were | 
from a serious illness. 

W. L. Allen, Geo. Howald, G. D. Abbott, J. P. Van Blooys and your 
reporter met with the Detroit Chapter board of directors recently, to hear 
National President Stempf and Secretary Doc McLeod discuss chapter 


1appy to see Mrs. E. H. Sweet of Muskegon, who has recovered 


operations. 
GREENWICH 
At a joint meeting with the Manufacturers Council of the Stamford 
Chamber of Commerce on March 18, the largest crowd of the year listened 
to a talk on “The Wage & Hour Law and Its Problems” by the first woman 
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speaker it has been our pleasure to hear since the Chapter was organized. 
Miss Helen Cottrell, attorney for the New York district of the Wage and 
Hour Division, United States Department of Labor, pinch-hitting for J. E. 
Grady on notice received that afternoon, handled a difficult subject very 
well. In tracing the brief history of wages and hours legislation, Miss 
Cottrell stressed the importance of accurate employer records and the 
need for co-operation between employer and employee. 

Two study group sessions were held this month. The first on March 
+ discussed “Finished Goods Inventory” under the leadership of L. B. 
Kilburn, Inventory Supervisor of the Yale & Towne Mfg. Co. At the 
second on March 25, we welcomed an old member and chapter officer 
Charles E. Hanswirth, now located in New York City with Sales Affiliates, 
Inc., who spoke on the subject, “Streamlining Your Overhead Methods.” 
Both of these sessions were well worth while and it is hoped that more 
of our members will avail themselves of this extension service. 

Although we regret losing a good friend and member, we hasten to 
congratulate Al Raban for his appointment as Field Auditor for the State 
of Connecticut. Al is moving to West Haven and expects to commute 
from there to Hartford. 

Congratulations to Joe Gola on his acquisition of a New York State 


C.P.A. degree. 


HARRISBURG 

The speaker at our March 17 meeting was the second National Vice 
President of the Association, Harry E. Howell, Controller of Grinnell 
Co., Inc., Providence, R. I. In presenting the subject “Use of Costs for 
Determining Management Policies,” Mr, Howell advocated a closer relation- 
ship between management and cost accountant fostered by a more realistic 
attitude toward costs in price fixing and forecasting on the part of the cost 
man. He cautioned that too many of us regard our costs as being absolute 
and are unwilling to consider methods followed by a competitor. Proof 


of the quality of the talk was reflected in the interest and whole-hearted par- 


ticipation of the members in the discussion period that followed. 

Immediately after the dinner and before the technical session, a fifteen- 
minute interlude was presented in the form of a mock radio quiz program 
under the direction of Past President Paul W. Kearney and Alonzo L. 
3ushnell. A prize for the running question on the number of members 
in N.A.C.A. at December 31, 1940, was claimed by the speaker. 

Meetings Director Samuel K. Coble, Ryder’s Dairy, has been made 
Director of Member Attendance for the remainder of the year and Ralph 
O. Lau, McClintock Corp., has been appointed Director of Meetings. 


HARTFORD 
On March 11, the officers and directors of the Chapter gave a farewell 
party to Vice-President Don Bassett, who has been promoted by the Comp- 
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tometer Co. to take charge of their Newark territory. Don was presented 
with silver cigar and cigarette cases as a token of the esteem in which he is 
held by his co-workers in N.A.C.A. activities. 

W. C. Skuce of Sechenectady, who is Supervisor of Inventory Control 
for the General Electric Co., addressed the Chapter at the regular March 
meeting on the subject “Inventory Control.” Mr. Skuce discussed among 
other things the advantages of cost savings through the reduction of obso- 
lete material, the control of the generation and disposition of obsolete inven- 
tories and the reduction of manufacturing time, all of which would result 
through a proper system of inventory control. Members of the accounting 
classes of the Connecticut University were guests of the Chapter at the 
meeting. 

One of our members, Roger Makepeace of Scovill Mfg. Co., addressed 
the February meeting of Boston Chapter. Reports from Boston are that 
Roger handled his subject, “Analysis of Labor Cost Variance,” in a most 
capable manner. 

The educational program, which is being conducted by R. N. Anthony 
of the Harvard Graduate School of Business Administration, is meeting 
with very favorable response. The case-study method used by Mr. Anthony 
has contributed greatly to the interest of these educational meetings. 

Another one of our members has been promoted. Francis L. Dabney 
has been elected Controller of Landers, Frary & Clark of New Britain. 
His many friends in the Chapter wish him the best of success in his new 


position. 


HOUSTON 

On March 19, Houston was treated to a refreshing discussion of “Brew- 
ery Accounting,” by L. D. Sykes, Auditor, Gulf Brewing Co. 

Our best wishes go to our fellow member, Harold Bateman, on his 
recovery from a recent illness. He is now on the way to complete recovery 
and will be with us soon. 

On Thursday, April 3, an Accounting Forum was held at University 
of Houston, where Carlie Welch, Ray Larsen and Kenneth Pryor held 
forth on “Internal Control.” The faculty and student body are always 
glad to have Houston Chapter spend an evening with them. 

Knox Howe, our 100 per cent, dyed-in-the-wool bachelor, was married on 
April 7, having entered the holy bonds of matrimony with Miss Dorothy 
Trome. Knowing both of these young people as we do, we wish them well. 

On April 30 members of Houston Chapter will hold an Accounting 
Forum at A & M College. To visit with Tom Leland and spend an evening 
at College Station is something to look forward to. 


INDIANAPOLIS 


The March 5 meeting of the Indianapolis Cost Clinic featured Horace 


Barden, of Ernst & Ernst, in a talk on “Expense Budgets.” Mr. Barden’s 
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outline stimulated a very spirited discussion of real interest to those 
present 

On March 12, Past President Joseph Waymire contributed to the Clinic 
program on “Expense Distribution.” One of many items of interest was 
an explanation of the multiple use the Eli Lilly Co. is able to make of 
a high pressure steam installation, and the expense allocation problems 
arising therefrom. 

The regular March meeting at the Antlers Hotel was favored by the 
presence of Rowland Allan, Personnel Director of L. S. Ayres & Co. Mr. 
\llan was one of the most dynamic speakers to appear before the Indianap- 
olis Chapter this season. His subject “Personnel Problems and Their Effect 
on the Cost of Operations” was well received by the largest attendance of the 
year, 

The Pencil Sharpeners celebrated Mrs. Charles Jones’ birthday with a 
dinner-bridge party. Mrs. Carl Lomatch provided a surprise in the form 


of a large orange cake in honor of the event. 





JAMESTOWN 

Samuel J. Lasser, C.P.A., member of the New York State Council on 
Accounting, addressed the Jamestown Chapter at its regular dinner-meeting 
in the Hotel Jamestown, on Wednesday March 19. Mr, Lasser discussed 
the relation of the certified public accountant to the community, and the 
recent amendments to the Excess Profits Tax law. 

In the absence of J. Gustav Sundin, who was unable to be present, the 
meeting was in charge of our Vice President, Clarence W. Broadhead 
who introduced the speaker. 

On Thursday, March 27, a number of our members enjoyed a visit at 
the regular meeting of the Buffalo Chapter. 

The Study Group has completed the manual entitled “Methods of 
Accounting Distribution” under the leadership of Harold Radford and 
will now continue the subject of distribution by a study of Punch Card 
Methods under the leadership of Joseph Murphy. 





KANSAS CITY 

We were very fortunate in obtaining as our speaker for the postponed 
meeting on March 31, Jerome G. Galvin, owner of Jerome G. Galvin 
\dvertising Co. of Kansas City, Mo., whose subject was “Advertising, 
the Force That Keeps the Wheels Turning.” At the outset, our speaker 
informed us that he would try to show cost accountants that advertising 
was an important factor in reducing costs, since proper advertising resulted 
in increased sales, and increased sales necessitated increased production, thus 
reducing costs. 

Our guests for the evening included the President and Secretary of 
the Advertising Club of Kansas City, Mo., and also included William F. 
Worrall, one of the founders of the Hartford Chapter of N.A.C.A. 
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Mr. Worrall has recently moved to Kansas City and is now a member 


of the Kansas City Chapter. 


LANCASTER 

The regular monthly meeting held at Lititz on March 28 was addressed 
by Robert C. Simpson, Labor Relations Counselior, Atlantic Utility Serv 
ice Corp., on the subject “Personnel Selection and Management.” His 
presentation was very practical and interesting. The speaker brought 
out various causes for the present labor unrest and emphasized the impor- 
tance of the work of the personnel department and of management in 
bringing about a closer relation betwen employer and employee. Mr. Simp- 
son was by no means a stranger to all the members. Prior to his recent 
appointment to his present position, he was a business associate of some 
of the officers of the Chapter in Reading, where he was engaged in 
personnel work. 

The next meeting will be held in Reading, April 25, where the Chapter 
again will be the guest of Albright College. 

The Board decided to hold the annual Quiz-bee on May 9 at Lititz. 

With regret we must mention the loss by death of a valuable member of 
the Chapter. The passing of Charles M. Kilburn, who was an Associate 
Director of Membership, came as a great shock. He was a regular attend- 
ant of the meetings and took a deep interest in all chapter activities since 
the time he became a member. 

Congratulations to S. A. Naylor who is a 200 Per Cent Club member. 





LEHIGH VALLEY 
(Allentown, Bethlehem and Easton) 

March was a busy month for the Lehigh Valley Chapter and quite 
without reference to tax reports. Friday, the 7th, was a real field day for 
cost accountants. In the afternoon we visited the foundries, pattern-mak- 
ing and machine shops of the Bethlehem Foundry and Machine Co. After 
dinner at the Bethlehem Club, the technical session was addressed by 
Willard Moyer, our Director of Publicity and Assistant Treasurer of the 
company whose plant we had visited. The later part of the evening was 
devoted to the winter party which has become an annual event. 

Mr. Moyer spoke on “Founding Costs for Neutralloy Castings.” He 
explained why “per pound” cost is an inadequate basis for castings, as 
foundry time and labor are not proportional to product weights. Mr, Moyer 
also presented an unusual method of material accounting in which the 
most interesting feature is the fact that customers may return the alloy 
metals for recasting at the same material price which they had paid for 
them instead of at a scrap value. 

The regular meeting of the Chapter was held in Bethlehem on Friday, 
the 28th, and was addressed by William E. Perry, Controller for the 
Scranton Lace Company of Scranton, Pa., and Past President of the Scran- 
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ton Chapter. Mr. Perry departed from the announced subject to present 
a “Case Study of a Standard Cost System Designed for Executives’ Use 
in Controlling Costs.” The address amply justified the change of subject. 
The talk covered in a practical manner the problems of (1) basic stand- 
ards, (2) current standards, (3) current budget, and (4) reports for 
control. 

In April the Chapter will hold its first Past Presiden 


LOS ANGELES 
We have been hearing a great deal about defense industries and the 
tremendous orders placed by the Government with business concerns in 
such industries for the purpose of building a strong national defense. At 
the March meeting of the Los Angeles Chapter, we had the privilege of 


listening to a talk by a representative of one of the aircraft companies 
[he speaker was our Director of Membership, Dudley Browne, Chief 
Accountant for the Lockheed Aircraft Corp., who discussed “Accounting 
for Governmental Contracts.” 

Dud, as he is known by his friends in the Chapter, outlined some of the 
governmental requirements in connection with such contracts and ex 
plained methods used in obtaining the data. The talk was very enlightening 
ind timely \ lively discussion followed the address. The speaker was 
introduced by John Norberg, Director of Pro 

Gerald Preshaw, Vice President of the Los Angeles Chapter, recently 


ram 
changed his business affiliation and is now Accountant for the Douglas 
Aircraft Corp. We understand that Jerry is well pleased with this new con- 
nection and extend our best wishes for his continued success 
LOUISVILLE 

Our monthly meeting was held on March 18, at which time we had two 

portant visitors in addition to the speaker—Past National President 
C. Howard Knapp of Cincinnati, and F. Earl Reuwer, of Baltimore, Md 
Grant R, Lohnes, National Cash Register’s Treasurer, addressed us on 
His talk was most instructive and 


(Accounting for Foreign Investments. 
interesting. We had an unusually good attendanc« 

Our Study Club met on March 25, at which time R. F. Beaven, of Men 
els, told us what his company is doing about “Information for Foremen 
and Employees.” Mr. Beaven delivered a well-prepared talk, and a lively 
discussion ensued. 

Our board meeting was held the same evening, at which tim plans were 
laid for our Spring Dance. The team captains were guests at this meet- 
ing of the board. After the business affairs were disposed of, we ended 
the evening with a social gathering, and the good fellowship that is the 
backbone of our Chapter was enjoyed by a large number of our members. 

Mr. Eskew has been vacationing in Florida with his family. We are glad 
that O. W. Summers, our Treasurer, has recovered from his recent illness. 
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A real Horatio Alger story—Dave Cocks remarked at one of our board 
meetings that he operated, for his regular work, the first comptometer 
purchased by the Standard Oil Company. Now he is Secretary of the 
company—and a young man, too. 


MAINE (STATE OF) 

The March meeting of the Maine Chapter took place in the form of 
a joint meeting with the Maine Society of Public Accountants on March 
28 at the Lafayette Hotel in Portland, with a large number of members 
and guests of both organizations in attendance. 

The speaker for the occasion was John L. Carey, Secretary of the 
American Institute of Accountants, who spoke on “The Accountants’ Part 
in National Defense.” The keen interest shown in this timely subject was 
evidenced by the lively discussion period which followed Mr. Carey's 
address. 

J. Arthur Noon, President of the Maine Society, was chairman of thc 
meeting. Discussion leaders were Clarence Holden and Sidney Eaton. 

The technical session was preceded by a very enjoyable social hour, at 
which the Maine Society were hosts. 

We are pleased to welcome two new members to our ranks this month: 
Roy P. Gifford, Assistant Treasurer, Wilton Woolen Co., Wilton, and 
Ernest L. Bragg, The McBee Co., Portland 


MEMPHIS 


The March 19 dinner-meeting of the Memphis Chapter was held at tl 
Gayoso Hotel. Prexy Jim Carlin was conspicuously absent with a toucl: 
of “flu,” so I am told, but it is rumored taxmania got him down. 

First Vice-President Oliver Cathey, pinch-hitting for Prexy Jim, did 
a fine job in introducing Frank T. Tobey, Controller of the City of Mem- 
phis, who very ably presented a talk on “Municipal Accounting.” Mr. 
Tobey substituted for Al N. Sears, who was originally scheduled to talk 
on “Budget Accounting of Sales Promotion and Advertising.” 


MILWAUKEE 

The March meeting of the Milwaukee Chapter was held on Monday 
evening, March 17, at the Wisconsin Club. The technical session was 
devoted to a round table discussion of industrial accounting problems. 

Our good friend and member, P. M. Chiuminatto, Treasurer and Secre- 
tary, Hoberg Paper Mills, Inc., Green Bay, Wis., was the discussion leader. 
From all of the questions sent in by our members, those questions having 
the greatest general interest were chosen. In order to obtain a basis for 
discussion, Mr. Chiuminatto appointed a member to answer the question 
first and then invited the audience to challenge same. The success of this 
type of a meeting depends largely upon the co-operation of the members 
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and audience in participating in the discussion. The officers and directors 
were happy to see that the audience did co-operate and as a result we had 
a very lively evening. Everyone that attended found it both instructive 
and enjoyable 

Mr. Chiuminatto again proved himself well qualified to lead a discussion. 
He made everyone feel relaxed and at home, which certainly did help to 


get things underway. Thanks, Pete. 


MINNEAPOLIS 


George H. Halpin, Vice President and General Sales Manager, Minne- 
sota Mining & Mfg. Co., St. Paul, gave a most interesting talk on “Incen- 
tive Plans” at our monthly meeting on Thursday, March 20. Mr. Halpin 
covered the different types of incentive plans, including incentive plans 
for salesmen, factory bonus, profit sharing, as well as various types 


insurance for employees. He was ably assisted by Ivan Lawrenc 


ndustrial Engineer for the same company, who led the discussion. The 


bject was thoroughly covered and included some constructive ideas for 


During the early part of March our Study Group continued to hold its 

On March 3, Carl W. Abraham, Accountant, Albert G. Aschen- 

beck, C.P.A., led the discussion on “Information for Foremen and Em- 

ind on March 10, Eugene Nordstrom, Assistant Treasurer, R. C. 

Duncan Co., closed the series with a discussion on “The Role of the Ac- 

tant in the Control of Distribution Costs.” The attendance and dis- 

sion throughout the series of round table meetings were conclusive 

evidence of the interest they aroused and speaks well for the program 
irranged by Vice-President Raynor Vaughan. 

Che Chapter is glad to welcome D. P. Lowe, Auditor, Wm. Bros Boile: 
& Mfg. Co., Minneapolis, a new member, and regrets it is going to lose, 
temporarily at least, Clark C. Madsen, Chief Accountant, Farm Service 
Division, General Mills, Inc., who has been drafted into the service. We 
wish him the best of luck. 

[he quizzes conducted by Director R. J. Harrigan at our regular meet- 
ings are proving a remarkable means of enlarging acquaintance and good 
ellowshij This Chapter will be glad to supply information upon how 
they are operated. 


NASHVILLE 
I'he Nashville Chapter held their regular March meeting in the Andrew 
lackson Room at the Andrew Jackson Hotel on March 11. It was an 


lhe questions were read by President Harley, and Vice-President Bob 
ly parliamentary rules be omitted and an 
rmal discussion held on each question. Director A. C. Traylor acted 


ight began \bout fifteen significant questions were 
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disposed of. 


Varnedo of the Commerce Union Bank and Mr. Crocker of the Vultee Air- 


Several questions were discussed very thoroughly by Mr. 


cr lft Corp 
very one agreed that this was one of the most interesting meetings 
of the year and that we should have at least two Open Forum meetings a 


year. 


NEWARK 

The regular meeting of the Newark Chapter was held on March 27. 
Before proceeding with the technical portion of our meeting, three three- 
round boxing bouts by boys under twelve years of age were staged under 
the auspices of the Brooklyn Boy’s Club. The boys did very well and 
provided plenty of action. The work of the referee, Otto Straub, our 
President, was good for an amateur, while the decisions of the umpires, 
Hallett and Zendzicen, were—(well, let’s skip that). The performance 
of our timekeeper, Baer, was such that the resultant discussion promises 
to outlast that brought about by the long count in the Dempsey-Tunney 
fight at Chicago. But as stated before, the boys did a splendid job! 

The speaker of the evening, Ira Platky, an insurance consultant, dis- 
cussed insurance practices, stressing the unusual phases to make us realize 
that adequate insurance coverage at the minimum cost called for more 
than passing the problem to an insurance agent or broker. 

Among the personalities of the month: Bill Margulies is the author of 
the article “Accounting Principles For Credit Men” which has received 
much favorable publicity throughout the country; Stan Zweckbronner, 
Doc Kennedy and Phil Carroll are taking an active part in our country’s 
preparation for defense, as instructors in the Engineers’ Defense Training 
program; Red Bradbury has departed for Neville Island to work for Curtiss 
Propeller Division of Curtiss-Wright Corp. Good luck, Red. 


NEW HAMPSHIRE 

At the meeting of the New Hampshire Chapter held on March 11 at 
the Hotel Carpenter, Manchester, E. E. Harding of the American Appraisal 
Co., Boston, gave a thorough outline of the “Verification of Stock In- 
ventories.” The Chairman of this meeting, Charles T, Meloon drove from 
Keene in a blinding sleet storm to take charge. Bad going did not deter 
out-of-town members of whom there were a goodly number present. 

A special meeting and plant visitation is planned for April 29, at which 
e Manchester daily, Union- 


time we expect to visit the printing plant of tl 





Leader, under the chairmanship of Director Mike Sidell. 

Professor Johnson, Professor of Accounting at University of New 
Hampshire and our Program Director, presided as moderator of the town 
and school district meetings of the university town of Durham during the 


early part of March. 
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NEW HAVEN 


The March meeting of the New Haven Chapter was held on Tuesday 
evening, the 25th, at the Y.W.C.A, Ballroom. 

We were privileged to have, as our guest speaker, A. S. Redway, Vice 
President in Charge of Manufacturing of Farrel-Birmingham Co., Inc., 
Ansonia, Conn. 

Mr. Redway spoke to us on “Job Evaluation” and with the aid of illus 


ve < relative to 





trated slides, gave us a very interesting and 
the method of scientific approach toward determining the proper wage 


for each type of job. 








We were all quite interested to learn that our Vice President, Franci 
H. Hall, actually did the job of coding and mak up the Job Evaluati 
, ; I 
wok used by Farrel Birmingham Cé Mt t | cl e he Cost 


OQ. H. Kahl was appointed Director of Publications to fill the unexpired 


rm of W. B. McFarland, who has accepted a position with the Uni 
ersity of Mi gan 

The meeti: was attended by a large number of members as well 
guest 


NEW ORLEANS 


The regular meeting of the New Orleans Chapter on March 21, at the 
New Orleans Athletic Club, was a complete success. It was one of the 


ul 


best attended mectings of the entire year, largely because the chief attrac 
tion was Dr. Daniel Borth, Auditor and Associate Professor of Accounting 
at Louisiana State University. The speaker did a fine job of presenting 
some of the problems encountered in “University Accounting and Unit 
Costs.” Of particular interest was his citation of a number of specific 
problems drawn from his experience during the past year as Auditor at 
Louisiana State University. Dr. Borth placed special emphasis on the 
part played by the budget in university accounting, the determination of 
proper units to be used in calculating unit costs, and the comparison of 
results with other institutions organized on a similar basis. His talk 
elicited a great deal of comment and discussion, particularly on the matter 
of whether or not depreciation should be recognized in, at least, some 
of the financial reports. The Chapter is much in debt to Dr. Borth and 
we are glad to welcome him to the April meeting when he expects to bring 
along a number of his students. 

[he board of directors enjoyed a meeting on March 14 at the home 
of President Bill Bowker. Bill carried out an earlier promise to make 
good use of the waffle iron presented to him by the Chapter as a wedding 
gift. Many thanks also to Bill’s wife and to his mother for the fine waffle 
supper. 
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NEW YORK 

Things are easing up with us now. Our genial President, Bill Madison, 
and his acolytes decided that more talks on taxes might overstrain our 
cerebellums, so for this month we relaxed and listened to James O. Peck- 
ham of the A. C. Nielsen Co., discuss “Increasing Sales and Profits 
Through the Use of Improved Types of Marketing Research.” 

With the aid of a number of gigantic charts, prismatically colored, som« 
even animated, we listened to a clear exposition of how, where, when 
and why these famous surveys are conducted. The by-paths and _ sid 
issues which he uncovered by selected case histories gave us an insight 
into the numerous applications which can be drawn from some of this 
work 

The Tax Study Group also took a respite. Sympathetic Bob Bruce d 
cided the month of March was too back-breaking a period on these poor 
overdriven tax men and postponed meetings till April. 

The Systems Study group, however, got no respite. Meetings wer: 
held on March 3 and 31. Both were devoted mainly to discussion of dis- 
tribution and recording methods. It is astonishing how a cost accountant 
can spread out and encompass engineering, time study and what not in 
the field of his endeavors. We were also surprised at the number of firms 
which had timed just how long certain clerical activities should take and 
possessed impartial comparisons between machine and hand methods that 
gave surprising results. Probably we office men are not so far behind the 
shop after all. 


Our best wishes to George C. Claghorn who has assumed his new posi 





tion as Assistant asurer of the American Oerlikon Gazda Corp. in 


Providence, R. I. 


PEORIA 


The member f Peoria Chapter were privileged to hear a discussion 
of “Manufacturing Overhead Methods” by Robert Wise of the organiza 
tion of Fred V. Gardner & Associates, Milwaukee, Wis. A spirited ques 
tion and answer period followed Mr. Wise’s talk. Merle Yontz of R. G 
LeTourneau, Inc., was Chairman of the meeting which was held at the 
Creve Coeur Club of Peoria on March 12, 

A bus load of members of this Chapter, including some lusty tenors 
lead by Paul Bourscheidt and accompanied by a boy accordionist, made 
a journey to the Illinois Hotel at Bloomington the evening of March 20 
to join members of the Decatur Chapter in a meeting to hear Harry E. 


Howell, Controller of Grinnell Co., discuss “Streamlining Overhead Meth- 
ods.” The return trip to Peoria was likewise made with vocal and instru- 
mental accompaniment. Those who attended the meeting agreed that a 


profitable and a good time was had by all 
A baby daughter arrived March 3 to take up her abode in the home of 
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Mr. and Mrs. Edward Leuke. Congratulations are extended the proud 
parents by the Chapter 

Neil Fisher was tendered a rousing farewell party by his associates at 
Caterpillar Tractor Co. on the occasion of his entrance into military 
service 

Jack Little recently addressed the Personnel Club of Bradley Poly- 
technic Institute on the subject “Methods of Training Men for Sales 
Organizations.” 

Roy Goodwin, our former Secretary and now a Captain in the Illinois 
National Guard, has been ordered to the Infantry Training School at Fort 
Benning, Ga 


PHILADELPHIA 


The Philadelphia Chapter was most fortunate in having as its guest 
speaker for the March meeting, A. L. Kress, Director of Industrial Rela 
tions, National Metal Trades Association. His topic, “Job Evaluation and 
Shop Practice,” was handled in a masterful manner 
Mr. Kress pointed out that in these days of competitive bidding for 
both product and labor a manufacturing plant must have a wage program 
that can be defended. This can best be accomplished by predicating the 
wage structure on a sound, scientific basis. Consideration should be given 


to the requirements of the job such as education, skill, effort and re 


sponsibility Evaluation of these factors will furnish a yardstick with 
which you can compare jobs within the plant and also industries of a 
similar nature within your area. At the close of the discussion Mr. Kress 


graciously 


J 
~ 


juestions relating to the individual problems of the 
members. 
Charlie Young, our Vice President, is in Florida recuperating from a long 
siege of illness. Ed Jones, our Treasurer, is vacationing in Raleigh, N. C. 
Verl Elliott, former Director, spoke before the York Chapter on March 
19; subject, “Operating Statement.” 


PITTSBURGH 
1 { 


Che combined factors of the 





irity of the speaker and public inter- 
‘ in a somewhat unique standard cost plan made our March 19 meeting 
ne of the largest in recent years. E. J. Hanley, Secretary of Allegheny- 
Ludlum Steel Corp., outlined his company’s year-old cost system under 
the topic “An Application of Standard Costs in the Steel Industry.” 
Multiplicity of specifications in the steel industry presented an almost 


insuperable problem in the establishment of standard costs, but by grouping 
related operations a workable basis was secured. “Basic” rather than 
“ideal” standards were set up because detailed historical facts were not 


available and 





variances could be better treated. Job costs are 


applied to orders according to the specified mill-routing, and production 


and shipments are costed daily. Ultimate statistical and financial results 
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supply so much more valuable control data than the usual steel accounting 
system that all branches of the management are enthusiastic about the plan. 

The annual May Party will be held at the South Hills Country Club 
on May 23. Lindblom, Stemen and Evans are the Committee which in- 
sures an “OK” time for all. See you there! 

A genuine “Hello” to E. L. Haines (Vulcan Iron and Mold—Latrobe) 
transferred from Philadelphia Chapter, and E. S. Bradbury (Curtiss- 
Wright) from Newark. 

And an equally genuine “Good-bye” to Bill Jacquette who goes to Stam- 
ford, Conn., on May 1; to Bill Brunot, already in Richmond, Va.; and to 
B. K. Shaner, already in Baltimore. Pittsburgh thus loses a past president, 
an associate director and a speaker at one blow. 

W. C. Koehler, Westinghouse, has received fraternal honors since his 
speech at the Atlantic City Convention. He has already addressed five 
chapters and expects to visit his sixth in April. Honesty and sincerity 
of interest and fine good-fellowship combine to spell N.A.C.A. at all these 
places, he says in an unsolicited testimonial. Thanks, Mr, Kochler, we 
do try. 


PROVIDENCE 

We were fortunate to have two top-notch speakers at our two meetings 
in March. Our regular meeting was held March 10 at Metacommett Golf 
Club, at which Harry Howell spoke on “Problems Arising from Overhead 
Distribution.” This meeting was well attended and a lively discussion was 
held after the discourse. 

The second meeting was a joint meeting with the Providence Engineering 
Society held Wednesday, March 26, at their auditorium on Angell St. 
At this meeting we were fortunate to have Dean Asa Knowles of the 
College of Business Administration at Northeastern University speak to 
us on “Job Evaluation.” 

The Nominating Committee has been appointed and a report is awaited 
from them. The Committee consists of Spencer Over, Preston Roffee and 
Charles Leffingwell, with Spencer assuming the chairmanship. 

Jim Doherty is in Endicott, N. Y., taking a course for executives with 
I. B. M. 

The Firestone boys from Fall River are certainly putting it over on the 
local boys for attendance and interest. They turn out strong in all kinds 
of weather. 


RICHMOND 
On March 7 the Richmond Chapter was honored to have as its speaker 
J. Brooks Heckert of Ohio State University, who is well known for his 
many books dealing with cost accounting. Mr. Heckert’s talk on “Direct 
Cost and Overhead in Pricing” was conducted in an informal manner and 
ended in a lively discussion of some ideas advanced by him. 
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The American Brass Co. very kindly presented at this meeting their 
motion picture, From Mine to Consumer, and the Chapter is indeed grate- 
ful to them for this well conceived educational feature. 

President George Fortune just returned from New York where he had 
leasure of attending a chapter meeting. Through him the New York 
Chapter extends to the Richmond Chapter a most cordial invitation to 
attend the Annual Convention in June. 

Roy E. White, recently transferred to us from New York, has been 
sent by his company, Reynolds Metals, to Bridgeport, Conn., where he will 
take over the duties of Plant Accountant for the Bridgeport Thermostat Co. 
We send to him every good wish in his new undertaking. 

Richmond is looking forward to the joint meeting with Washington, 
York, and Baltimore, to be held in Washington on April 16. We expect to 
have a large representation on hand, among whom will be George Fortune 
to act as Te nical Chairman of the meeting 


ROCHESTER 
At the March meeting, the Rochester Chapter had the privilege of hear- 
ing Fred V. Gardner, President of Fred V. Gardner & Associates, speak 


on “Break-Even Points.” Mr. Gardner, one of the outstanding men in the 


country on the subject of budgets, is the author of a book entitled Variable 
Budget Contr 

After a short history of the development of the use of budgets in busi 
ness, the speaker pointed out how to arrive at the break-even point for 
various levels of business. He then listed seven principal controls which 
would have an effect on the break-even point. These, in part, were cost 


1 
control, c 


reduction, variable spread above and below the break-even 
point, position of break-even point in relation to sustained volume, realiza- 


tion of cost as expressed in budget realization, out-of-pocket recovery 


i 
point, and establishment of selling prices. Mr. Gardner is an advocate of 
| adjustable budget, and claims that few companies can forecast sales 
" ratel ough to work on a fixed budget. 


Robert LE. Staunton, a member of the Rochester Chapter, showed some 


the members his membership card in the Association of Ordnance Ac- 
countants for the year 1918. This organization did not continue long after 
the War, and its members, with those from other groups, formed the 
National Association of Cost Accountants. This makes Mr. Staunton one 


ROCKFORD 
Che month of March presented a full program for the Rockford Chapter 
starting with a special meeting called on March 6. Milton Olander, a 
former Rockford man, now Personnel Director of the Owens Illinois Glass 
Co. of Toledo, Ohio, brought to us a streamlined version of a modern per 


onnel program. Mr. Olander was well received with a good attendance, 
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and his talk was significant of the trend of business and industry in placing 
their personnel problems more to the front of the business portfolio. A 
vote of thanks to Past President Harry Wemple for this meeting. It was 
through Harry’s efforts that Milton Olander came to Rockford with his 
timely presentation. 

D. W. Weed of the General Electric Co. was unable to keep his sched- 
uled March 20 appointment. However, the Program Committee came 
through with Clarence J. Uhlir, Consulting Engineer of the National 
Metal Trades Union, and one of the best turnouts of the season was the 
response. The discussion of motion study analysis, installation of bud- 
getary control of labor and standard cost systems, and a general discussion 
of personnel problems, held the interest of the group to a late hour and 
was voted by many as one of the most stimulating discussions of the 
season. 

The special study sessions ended with the final meeting of April 2. These 
sessions were all reported as being highly interesting and afforded every- 
one in attendance a chance to air their individual views in a general round- 
table debate. Qualified speakers from many of Rockford’s local industries 
presided at these meetings and the many varied and interesting topics 
presented for discussions were received enthusiastically. 


SAGINAW VALLEY 

On March 20, we held our regular meeting at the Durant Hotel, Flint, 
Mich. Being somewhat removed from a central point, we probably did not 
have as large a representation of members as usual, but we did have a fine 
attendance from the Flint territory—approximately fifty members and 
guests. 
Harry Kaiser, Controller of U. S. Rubber Co., Detroit, Mich., addressed 
e meeting on the subject “Modern Accounting for Payroll, Stock Control 
and Cost Work.” With the aid of charts, Mr. Kaiser ably described 
control of these functions as exercised in his plant. His talk was well 


received by the group. 


ST. LOUIS 

At our regular monthly meeting held Wednesday, March 19, we had 
the opportunity to welcome again to St. Louis, Harry E. Howell, Con- 
troller for Grinnell Company, Inc., and National Vice President of our 
Association. 

Most of us remembered Mr. Howell as one of the most effective and 
interesting speakers on the program of our National Convention which 
was held in this city last June. His reputation as an excellent speaker was 

irther enhanced among the members of the St. Louis Chapter by the able 
and thorough presentation of his subject “Streamlining the Overhead 
Methods.” Lmphasis was placed on the need to simplify and streamline 
our methods of distributing overhead to conform with current conditions 
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from our war defense program in which speed of production 


resulting 
has become paramount and cost secondary. 

The five members of our Chapter who have written papers for pub- 
lication in the Bulletin during the current chapter year were introduced at 


the last regular meeting. The members congratulated were Arch Brown, 


W. Gross, Martin Linenbroker, Lewis Rossiter, and Art Schweighauser. 
We understand that new baby girls have recently arrived in the homes 
of Henry Waldschmidt and Wm. Recker. Our congratulations are ex- 


tended to the proud parents. 
Homer Stanhope, Directcr of Member Attendance, announced at the 
thirty-nine of our members had attended every 


last board meeting that 
record 


regular mecting of the Chapter this year. This is an excellent 


and we express the hope that these members can keep their record intact 
for the remainder of the year. 


SAN FRANCISCO 


Our wandering President, Al Kayser, was absent from our regular 
neeting which was held on Tuesday evening, March 25, at the 


It seems that Al has had some important assignments out 


hanter 
hapter 


ngineers Club. 
of town and has been flying hither and yon. 

absence of our President, our first Vice President, Max Woltz, 

ably carried on. Our speaker of the evening was a prominent public utility 

<ecutive, Alfred J. Lundberg, President of the Key System, who spoke 

“Business and the Government.” Mr. Lundberg is an 

He pointed out 


In the 


on the subject of 
ible and fluent speaker and his talk was well organized. 
that the growth of our country into the wealthiest nation in the world was 
predicated upon private business and enterprise and, also, that while this 
were certain functions that could be carried on better for 


vas true, there 
the whole population by the government itself. He gave as 


the benefit of 
in example the problem of considering a proper water supply that would 
for the needs of the communities for many generations. On the 
rt] hand, it was pointed out that, if private business is to remain and 
the growth and maintenance of our welfare, we as 





lo its proper part in 
dividuals must co-operate by 


supporting private business when competitive 
th governmental corporations and agencies. 

\fter Mr. Lundberg completed his talk, H. N. Kamph, Manager of the 
Systems Division of the Chas. R. Hadley Co., gave a fine presentation of 
the operations of the Keysort. 

We were happy to have our Past President Rae Bailey with us again 
as Rae has had a long siege of sickness. 


SCRANTON 


Under the moderatorship of D. J. Gray, our past presidents were sub- 


jected to a Quiz Bee at the March meeting. These dignitaries acquitted 


themselves to the satisfaction of their audience and of the official score- 
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keeper, Hayden Davies. Rocereto, as an impromptu marshal-at-arms, issued 
and also withdrew rewards with great discrimination 

Our members have traveled widely during the past few weeks. W. E. 
Perry has spoken before the chapters at Bethlehem, Bridgeport and Utica; 
Fred Denmon, as an official of Scranton-Keystone Junior College, attended 
a recent controllers’ conference at Chicago. 

J. L. Donnelly has been advanced to the post of Assistant Secretary of 
Hotel Casey Company. 

We were sorry that sickness prevented Donnell Griffiths from delivering 
his first lecture, on March 31, at the Chapter’s Educational Forum series. 
Dave Gray ably handled the discussion in Mr. Griffiths’ absence. The 
series continues for seven Monday evenings extending into June, for the 
study of “Accounting Concepts of Profit.” 

Space is inadequate to describe the pleasure and instruction and the 
welcome experienced by our members at the visit to International Cor 
respondence Schools on March 13. Among the officials receiving us we 
found chapter members D. J. Gray, W. F. Hodrus, C. E. Johnston and 
Fred Peters: other oflicers were the Deans Baker and Catlin, Sales Direc- 
tor Sweeney, who made the principal address, Student Welfare Director 
Gager, and finally, though not least, President R. E. Weeks. This out- 
standing correspondence institution vigorously maintains its position in 
industrial education throughout English and Spanish-speaking nations, and 


is a place for any visitor to Scranton to note upon his itinerary 


SOUTH BEND 


For the second Open Forum of the 1940-41 season, the South Bend 
Chapter membership was presented with the subject of “Internal Control” 
on Tuesday evening, March 18, in the Bronzewood Room of the Hotel 
LaSalle. 

The Chairman was one of our own members, George H. Bennett, Jr., 
Controller of the Mishawaka Rubber & Woolen Mfg. Co., Mishawaka, Ind. 

Drawing from over twenty-five years of supervisory work in the ac- 
counting field from an industrial standpoint, George lead a discussion which, 
with the use of very interesting charts and examples, gave very clear 
proof of the value of internal checks and controls. So many questions 
were raised, that the meeting extended beyond the usual termination point, 
with the result that the President finally had to request adjournment 


Immediately following the meeting, President Hopkins called a special 


brief meeting of the board of directors for the discussion on the final 
draft of the program for the Regional Conference which the South Bend 
Chapter will hold at Notre Dame University on April 18 and 19, 

New members elected into our Chapter recently were: A. Hugh Cline, 
Int’l Business Machines Corp., South Bend., Ind.; Wilbur D. Hoover, State 
Bank of Niles, Niles, Mich.; and Carl A. Matthes, Bendix Products Divi- 
sion, South Bend, Ind. 
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SPRINGFIELD 


Mogensen, industrial consultant, addressed tl 
— 


Allan H 


ter at its regular Mar eting 


’ 


Its Relation to Cost Accounting 
“Most workers and foremen have yet to le 


cient manner of doing their regular Mr. 


jobs,” 


proper study with correct methods of simplification of 
sult in lowered cost per unit and increased earnings f 


“There e between spe ding 
and 


shifts, 


is a big differenc 


inefficiency are stepped up along with increase 
and high speed producti 


or reduced to a minimum, thus permitting a lower cost 


e Springfield 
on the subject “Work Simplification and 


the best 


Mogensen 


up production w 
man hours 
tion where these costly items are el 


per ut 


ld Chap- 


and m« 
stated, 


operations will re 


»st 


for workers 


h 
‘ 


here wast 


and extra 
ninate d 
lit 





“Work simplification does not necessarily mean the replacing of hand 
work with complicated machines which are practical only for ve long run 
jobs where one setup may run for many hours or even days without char 
These machines cost large sums money and often be bsolete over 
night by new methods or substitutes and thus become white elephants t 
the owners 

st accountant’s opportunity,” Mr. Mogensen concluded, “is in 


“The c 


itly l 


a to find wl! 
lowered, and what to do about waste.” 


4 dinner 


which 


1 + 
ons out 


studying 


party was for the last meeting 


in thirty-one members completed a course of 


Check” under the direction of Preceptor, Ed Grace 
ficiency will be awarded at the next meeting. 

The Smorgasbord and Monte Carlo night was a cor 
156 members and guests in attendanc Everyone enjo 


games 


SYRACUSE 
Activities of this Chapter accelerated during the curr« 


not only by volume but also in the general interest of 


President Butler and his committees are to be cong: 
of programs which have had such a wide appeal. 

Our principal meeting of the month was held on th 
20 with H. I. Kleinhaus, General Manager, Controller's 
Retail Dry Goods Assn., as speaker. His subject, “( 
Substitute Procedures in Department Stores,” provided 
on problems of departmental analysis. Emphasis 


most generally accepted methods of expense 


tion and distribution plans 1 
merit and shortcomings of each of the plans 

On the evening March 
Clambake at the Liederkranz Club. 
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of 28 the heavy sea-fooders 


It is not the pur] 
instances 


individual of ga 
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aliocation, 
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success W 
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is sufficiently noteworthy to state that many records of long standing fell 


by the wayside 


TOLEDO 


1 


Timely in thought and fact were the talks at t montl 
ing. Last month’s regular meeting on March 18 had 


st 


i's regular meet- 
ing and special n 
for its speaker Donald M. Russell of Detroit, whose topic was “Govern- 
ment and War Orders.” 

The special joint meeting on March 26 with the Toledo Branch of the 
Detroit Controllers Congress of the National Retail Dry Goods Associa- 


I 


tion, had for its speaker Leo M. Cherne, Executive Secretary, Research 


I 
Institute of America, Inc., New York City. Discussing “Defense and 
Federal Taxes,” Mr. Cherne stated that the accountant can become more 
than a bookkeeper in helping to solve the business problems ahead of all 
of us. His predictions for the future will bear a lot of thought and 
planning 

Robert W. Meyers, Cost Accountant, Surface Combustion Corp., on 
March 17, left Toledo for Fort Riley, Kansas where he is now a soldier 
in the Cavalry Replacement Troop. 

All members and their friends who attended the annual Stag Party on 
March 28 reported they had a joyous evening. 

Vernon G. Linderman, formerly of The Electric Auto-Lite Co., has 
taken an accounting position with the Atias Powder Company, Ravenna, 
Ohio. We wish you the utmost success, Vernon 


TRI-CITIES 
(Davenport, Moline and Rock Island) 


Our seventh regular meeting was held Tuesday, March 13, in the Empire 

Room, Hotel Blackhawk, Davenport, Iowa. It was a joint meeting with 
the Tri-City Manufacturing Assn. and was very well attended. 
We had as speaker, G. M. Pelton, Controller’s Office, Swift & Co., 
Chicago, Ill Mr. Pelton is well known in the accounting field, having 
been an instructor at Northwestern University, one of the original members 
of our Chicago Chapter and Past President of the Illinois Manufacturers 
Cost Assn. Mr. Pelton spoke on a very timely subject, “Some Financial 
and Cost Problems Confronting Management,” and contended that although 
sales volume is on the increase, the gradual decrease of net profit per sales 
dollar calls for closer supervision and the establishment of sound business 
policies. 

Leonard Stiegel, Past President, introduced the speaker and led the dis- 
cussion which was one of the best sessions we have had this year. Mr. 
Pelton gave us some of the high lights regarding cost accounting in the 


meat packing industry. 








N. A. C. A. Bulletin April 15, 1941 





The bowling league closed its season with Sixbury’s Accountants, the 
winners, carrying off most of the trophies. E. S. Risley won the individual 
honors and trophies with high game, high series and high average 

Claude Reitz has resigned his membership in the Chapter, having joined 
the Federal Bureau of Investigation. We regret very much losing him as a 
member but our good wishes and friendship go with him in his new field 
of endeavor 
UTICA 

We nominate for the title of Loyal Cost Accountant No. 1, William E. 
Perry, Controller of the Scranton Lace Co., who spoke before our mem 
bers on the subject “A Standard Cost System for Executive Use.” Despite 
the worst blizzard in years, Mr. Perry succeeded in reaching Utica on 
schedule, hence our nomination as above 

The results from our point of view were excellent and seldom has thers 
been a more attentive group than that which braved the elements on the 
evening of March 18. Each member present was given a chart of accounts 
and certain subsidiary records and the various transactions were traced 
through from beginning to end, all of which made interesting case-stud\ 
material 

The month of March treated some of our members rather roughly. Archie 
Rhodes has been seriously ill, but we understand he is making slow but 
steady progress. J. Howard Butts is reported ill in New York City. T 
Archie and Howard we extend best wishes for a speedy recovery. 

Due to the tax rush and the defense program our program has suffered 
one or two jolts. In the first place, our special activity scheduled for March 
4, which was billed as a “Spring Tonic,” found most of our members 


1 


he thermostat, let alon« 


snowed under with hardly enough strength to adjust 
carry out the ashes. In the second place, we have had to change the location 


of our plant visitation to a place to be announced soon 


WORCESTER 

The annual Smoker of the Worcester Chapter was held on Thursday 
evening, March 6, at Reynold’s Red Roof. The program in charge of 
lohn Fox consisted of an exhibition of pistol shooting by National Cham- 
pion Fred Bates, a pitch party and a buffet luncheon. There was a good 
attendance and everybody spent a very enjoyable cvening 

Our regular meeting was held on Thursday evening, March 20, in the 
Crystal Room of Hotel Bancroft. The speaker of the evening was one of 
our members, Fred C. Thurston, Factory Cost Manager for American 
Optical Co. The topic, “Technique of Estimating,” was thoroughly treated 
h j , 


by the speaker, who pointed out that while the technique of estimating 


today involves many complications, the estimating department nevertheless 
should be considered as a part of the cost department. In the final analysis 
the most important requisite of a good estimator is the ability to judge the 


result of his calculations. 
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We were very happy to welcome Jim Collins, back for the first time 
since his serious automobile accident. 

We regret that one of our past presidents is leaving our Chapter due to 
a transfer in positions. Olen P, Marshall has been promoted to the office 
of the Controller of the E. I. duPont de Nemours Co. at Wilmington, 
Delaware. Best of luck, Olen. 


YORK 

The regular monthly meeting of York Chapter was held on Wednesday 
evening, March 19, in the Dining Room of the Yorktowne Hotel 

The meeting was preceded by a mecting of the board of directors with 
President Charles J. Malone presiding. The President appointed Georg 
\. Patterson to arrange for the Annual Golf Tournament with Harrisburg 
and Lancaster Chapters. The Nominating Committee for the coming year, 
consisting of George A. Patterson, Donald Magor and Harry Ness, all 
Past Presidents of the York Chapter, were also appointed. 

The speaker was V. L. Flliott, Controller of the Atlantic Refining 
Co., whose subject was “Operating Statements.” Chairman for the meeting 
was Harry A. J. Ilgenfritz and many members participated in the discus- 


sion which followed. 


YOUNGSTOWN 


The regular monthly meeting of the Youngstown Chapter was held at 
Southern Hills Country Club on Wednesday, March 19. 

Paul Knauff, our Program Director, prepared a very new and interesting 
type of program called the Quiz Bee. About fifty accounting question 
were prepared in advance and submitted alternately to two competing teams 
for answers. The two teams were presented with appropriate prizes. 

It was our pleasure to have with us at a special meeting of directors 
on Tuesday evening, March 25, our National President, “Vic” Stempf and 
the one and only Doc McLeod, our National Secretary. Needless to say, 
we received many fine suggestions from them in regard to chapter 
operations. 

A special plant visitation of the Chapter was held on Friday, March 28, 
at the Ohio Leather Co., Girard, Ohio. This was also through the courtes) 
of our Program Director, Paul Knauff, who is associated with this 
company. 

A very interesting tour was conducted at the plant, after which the party 
adjourned to Mahoning Valley Country Club, where movies were shown 
of the plant operations and an instructive talk was given by Mr. Becker, 
Vice President of the Ohio Leather Co. Dinner was served later and all 
reported a fine time. We deeply appreciate the courtesy and hospitality 


extended to us by the Ohio Leather Co. 
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Applications for Membership 











Akron 
Harold B. Burr, City Hospital of Akron, 525 East Market St., Akron, 
Ohio 


Earl A, Roeger, 553 Reed Ave . Akron, Ohi 


Albany 

William C. Cox, American Locomotive Co., Schenectady, N. Y. 
Atlanta 

Carl J. Singler, Atlantan Hotel, Atlanta, Ga 


Baltimore 


John H. Segwalt, 3625 Kimble Road, Baltimore, Md 


Birmingham 
Joseph B. Copper, T. C. I1., Brown Marx Bldg., Birmingham, Ala. 
Marvin F. Pixton, The Ingalls Iron Works Co., Birmingham, Ala 
Boston 


Paul F. Brophey, C. F. Rittenhouse & Co., 10 Post Office Square, 
Boston, Mass. 
Robert L. Johnson, Boston Mfgrs, Mutual Fire Ins. Co., 60 Batterv- 
march St., Boston, Mass. (Company Transfer from Gilbert M 
Roddy ) 
Irving L. Nisson, Morse Shoe Stores, 147 Essex St., Boston, Mass. 
Toseph P. Roman, 17 Becket St., Dorchester, Mass 
Bridgeport 
John H. Bossert, Auto Ordnance Corp., 1437 Railroad Ave., Bridge 


port, Conn 


I 


Brooklyn 
lames J. Beary, 7002 Ridge Blvd., Brooklyn, N. Y. 
Chicago 
Irving E. Berlow, Capitol Dairy Co., 4326 So. Wabash Ave., Chicago, 
Ill. 


Raymond G. Brenner, Wolf & Co., Inc., 7 So. Dearborn St., Chicago, 
Ill 

George J. Kiely, 4618 Washington St., Skokie, Ill 

Roy W. Olsen, 357 Hillside Ave., Glen Ellyn, Il 


Cleveland 
Erwin F. Berrier, Bryant Heater Co., 17825 St. Clair Ave., Cleveland, 
Ohio 
Elmer Eisermann, Marquette Metal Products Co., 1145 Galewood 


Drive, Cleve land, Ohio. 
Ralph E. Jesse, 1470 Clarence Ave., Lakewood, Ohio 
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Denver 
Charles G. Dimler, 1730 S. Ogden St., Denver, Colo. 
Alex B. Gross, A. B. Hirschfeld Press, 1850 California St., Denver, 
Colo. 
Detroit 
Wendell G. Anderson, Graham Paige Motors Corp., 8505 W. Warren 
Ave., Detroit, Mich. 
Russell P. Becker, Commercial Milling Co., 323 E. Atwater St., Detroit, 
Mich. 


Francis H. Denning, 17215 Syracuse, Detroit, Mich. 


Fort Wayne 

George R. Rapp, 447 Violet Court, Fort Wayne, Ind, 
Harrisburg 

Harold C. Sheets, 111 Shell St., Harrisburg, Pa. 
Hartford 


Ernest G. Betz, Int’l Business Machines Corp., 100 Farmington Ave., 
Hartford, Conn. 

Edward R, DeBrot, 67 Brookside Ave., Torrington, Conn. (Transfer 
from Junior to Full Membership) 


Houston 
3ernard J. Collins, 119 Greenwood, Houston, Texas. 


Indianapolis 
Raymond W. Mort, 6009 Ralston Dr., Indianapolis, Ind. 
John W. Pawelec, 1129 N. Alabama St., Indianapolis, Ind. 


Los Angeles 
Edmond C. Maroder, 91 North Allen Ave., Pasadena, Calif. 
Woodrow W. Niceley, Wilshire Oil Co., Inc., 1206 Maple Ave., Los 
Angeles, Calif. (Company Transfer from Charles Swanberg, Jr.) 
John A, Tillotson, Bendix Aviation Ltd., Union Air Terminal, Burbank, 
Calif. 
State of Maine 
Ernest L. Bragg, McBee Co., 97a Exchange, Portland, Maine. 


Nashville 
Albert B. Maloney, 512 Warner Bldg., Nashville, Tenn. 
New York 
L. Edward Micca, Anchor Cap & Closure, 22 Queens St., Long Island 
City, N. Y. (Company Transfer from Richard S. Perry) 
Howard G. Richards, 61 Jane St., Hartsdale, N. Y. 
Peoria 
Walter J. Cashman, American Sales Book Co., Inc., 326 Liberty St., 
Peoria, II. 
Harry W. Davis, 820 Bradley Ave., Peoria, Ill. 
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1017 Alliance Life Bldg., 


¢ 





I 


I 


William E, Krieger, F. G. Bruninga & ( 
Peoria, Ill 
William Van Ness, Williams Ouil-O-Matic Heating Corp., Hannah 
& Bell Sts., Bloomington, III 
Cecil H. Worrells, Anthony Co., Streator, Ill 
Providence 
George H. Jerauld, 86 Don Ave., Rumford, R, I 
Richmond 
William Somers, P. O. Box 175, Blacksburg, Va. 
St. Louis 
Morris Bass, Bass Office Equipment, State National Life Bldg., St. 
Louis, Mo 
Russell L. Beal, 4203 Juniata St., St. Louis, Mo 
Russell Rudolph, 1146 Wilshire Ave., University City, Mo, 
San Francisco 
Dexter A. Armstrong, Western Stopper Co., Inc., 1301 Potrero Ave., 
San Francisco, Calif 
Springfield 
Paul E Atkinson, Springfield Gas Light Co., 35 State St. Spring- 


field, Mass. 
Toledo 
I. 305 Richardson Bldg., To- 


Kenneth Campbell, The Roach Reid Co 


Ohio. 
Fishbe in, 846 Spitzer Bldg., Toledo, Ohio. 


ledo 


Alex 
Tri-Cities 


Jay 


2 Brady St., Davenport, Iowa. 


Utica, N. Y. 


19 
te 


Bros., 


Lee Fulrath, Hickey 


Utica 
O. 


Karl Giesen, 
Trans 


(Company 


} 


¢ 


Hospital 


I 


Plan, Inc., 252 Genesee St., 
Palmer ) 


rom Paul N. 


Home Savings 


Youngstown 
Lloyd L. Dalbey, The AZtna Standard Engineering Co., 
& Loan Bldg., Youngstown, Ohio 

Robert J. Edie, Clifford R. Paisley, 646 Market St., Youngstown, Ohio. 
Ferguson, R. LD). No. 5, Salem, Ohio. 
Paisley, 4015 Southern Blvd., Youngstown, Ohio 


William L. 


Clifford R. 


Outside Chapter Territory 
Hugh Arthur, Pato Consolidated 
i. de Colombia. 


Barranquilla, Republica de 
Dominique, Avenue 7 No. 9 Port 


ld Dredging, Ltd., Apartado 819, 


(,old 


Au Prince, Haiti. 


Joseph R 
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EDITORIAL DEPARTMENT NOTE 


The present report is one of a series dealing with present-day 
practice in accounting for the various elements of costs. Present 
interest in accelerated depreciation and the volume basis for cal- 
culating the periodic depreciation charge inspired the undertaking 
of the study of this subject at this time. Comments on the 
questionnaires returned by members and in letters submitted with 
these returned questionnaires indicate a reawakening of interest 
in depreciation problems now that productive activity is running 
well above normal. It is hoped that this summary of practice will 
help to promote further constructive consideration of this phase 
of industrial accounting 

This study was conducted under the supervision of M. A. Moore, 
National Director in charge of Research. A committee of Na- 
tional Board members consisting of John H. DeVitt, Wyman P. 
Fiske, Harry A. Grube and Charles W. Tucker reviewed the 
questionnaire and the draft report, and offered numerous helpful 
suggestions as to area to be covered and interpretation and presen 


tation of data 
CoPpYRIGHTED BY THE 
NATIONAL ASSOCIATION OF 
COST ACCOUNTANTS 
Aprit 15, 1941 














PRACTICE IN ACCOUNTING FOR DEPRECIATION 
Compiled by 


The Research and Technical Service Department 
National Association of Cost Accountants 
R. P. Marple, Director 


Siew end of 1940 appeared to be a logical time to study the 

methods followed by industrial concerns in accounting for de- 
preciation on fixed assets. Treasury Decision 4422, issued in Feb- 
ruary 1934, has been in effect for almost seven years, during a 
period of less than normal industrial activity. With 1940 came the 
Defense Program, increased industrial activity, the amortization 
provision of the Second Revenue Act of 1940, and an interest in 
accelerated depreciation for certain assets used on double- or 
triple-shift production. With the shift in viewpoint which came 
with increased activities, changes in depreciation policies and 
methods came up for discussion in many industrial concerns. It 
was decided that some help in reaching these decisions might be 
provided by a survey of current depreciation practice, changes in 
policies and methods since T. D. 4422 and changes contemplated 
in the near future. 

A questionnaire covering the points which appeared to be of 
particular interest was sent in December to a group of N. A. C. A. 
members in industrial companies. Members representing 245 com- 
panies filled in and returned the questionnaires. It is felt that the 
245 replies received provide a good picture of current-day depre- 
ciation practice, particularly of the great variation prevailing in 
the handling of this important element of costs. Several of the 
questionnaires were accompanied by letters providing valuable 
supplementary information on depreciation methods. In addi- 
tion, a considerable number of members supplied helpful com- 
ments in explanation of the methods followed by their companies 
by notes on the questionnaire form. 


Type of Rate Used 
Our first two questions were designed to secure an indication of 


the extent to which unit rates, composite rates and group rates 
were used for depreciation purposes, and the extent and nature 
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of any changes from one type of rate to another since the issuance 
of T. D. 4422. In order that all contributors to the study might 
have the same understanding of the terms used, composite rates 
were defined as “rates applied to a group of mixed assets having 
different expected lives,” while group rates were defined as “rates 
applied to a group of assets having like characteristics and like 
expected lives, or a single expected life for the group.” Analysis 
of the questionnaire replies seems to indicate that in these defini- 
tions too much emphasis was placed on the way in which the rates 
were used in calculating periodic depreciation, and not enough em- 
phasis on how the individual assets were treated when retired or 
when they become fully depreciated. Later in this report atten- 
tion will be directed toward replies which indicate that some of the 
companies which have reported the use of group or composite 
rates are really using methods which possibly can better be de- 
scribed as the use of unit rates. The figures below are based on 
the methods reported. 

The following tabulation indicates the extent to which each 
type of rate is reported by the 245 companies cooperating in this 


study : 
Companies using unit rates for all assets.................0--000- 55 
Companies using composite rates for all assets...............0005- 37 
Companies using group rates for all assets................... ni 65 
Companies using two or three types of rates.............. — a 
Companies whose practice was not clearly indicated..... piamaated 11 


tS. 72.5 sc0 vacua aetpbaawecaame necd-euakweeae 245 


An interesting feature of this tabulation is the extent to which 
a single type of rate is used, with 157 of the 234 companies which 
answered this question, or approximately two-thirds, reporting 
the use of a single type of rate (unit, composite or group) for all 


assets. 


Practice in Companies Using More Than One Type of Rate 

In the questionnaire, members were asked to indicate the ap- 
proximate per cent of total depreciable assets in terms of net book 
value depreciated by the use of each of the three types of rates. 
From the information given in reply to this question, it is pos- 
sible to report the type of rate used most frequently by the 77 


companies using two or three types of rates, as follows: 
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Companies using unit rates for more than 50 per cent of their assets 37 
Companies using corhposite rates for more than 50 per cent of their 


ME ccdewndcvscbecuknn ed bpekedeee atid hee age cae ee eee 23 

Companies using group rates for more than 50 per cent of their 
SE re tenddcneccaskeetatedaycanedevawineedateneepeeekenes 17 
UNE CON en diickxank os dscns sccavindepundeaeieteden 77 


If the above companies are grouped with those shown in the 
first tabulation, we find that 39.3 per cent of the reporting compa- 
nies use unit rates for all or a major part of their assets; 25.7 per 
cent use composite rates for all or a major part of their assets ; and 
35 per cent use group rates for all or a major part of their assets. 

Another basis for classifying the 77 companies using two or 
more types of rates is in terms of the combination of methods 
used. This is shown below: 


Companies using unit rates for some assets and composite rates for 


others COPS OOOH SES SEH HOE HSE SEH ESSE SESEESES SHS EES SESE EEESES 15 
Companies using unit rates for some assets and group rates for 
SOE: énnvnswedkondnndsnbnsetsscheee Sovekaue hen eine eaccennns 25 
Companies using composite rates for some assets and group rates 
SE IIE acs: ci tein hh ce sin Sc ek ak Daan ea ae 13 
Companies using all three types of rates..........cccecceccccceccs 24 
ee E. .s cecuenucunenave auneaatexeenense 77 


Changes in Method Since 1933 


Supplementing the first question was a question dealing with any 
important changes since 1933 in the type of depreciation rate used. 
Members were asked to indicate the nature of the change, the year 
of change and the asset groups or types of assets affected by the 
change. Of the 245 companies, only 33 report any change in type 
of rates used since 1933, which covers the period during which 
T. D. 4422 has been in effect. The nature of the changes made 
by these 33 companies is indicated by the following tabulation: 


Number of Number of Net Change 

Companies Companies Number of 

Type of Rat Changing to Changing From Companies 
Se SK onicdidesntcneak wan 23 4 19 increase 
Composite rates ........... 1 23 22 decrease 
SOD I ds x nardcucasames 7 5 2 increase 
Unit and group ..... tae 2 ae 2 increase 
Composite and group ...... - l 1 decrease 

33 33 0 
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Undoubtedly most readers of this report will find the extent to 
which changes have been made somewhat less than they would 
have estimated. It is probable that the tendency in recent years 
to install unit asset records has given the impression of a greater 
trend towards unit rates than was really the case. Even in 1933, 
before T. D. 4422, unit, composite and group rates were used to 
about an equal extent by the industrial corporations covered by this 
study. 

While the degree of change during the past seven years has not 
been great, the direction of the changes has been very definitely 
toward unit rates and away from composite rates. The changes 
reported were rather evenly scattered throughout the period and 
in the majority of cases applied to total depreciable assets. 


Straight-Line Versus Production-V olume Basis 

Our next two questions were designed to secure some indication 
of the extent to which companies depreciate fixed assets on a pro- 
duction volume or unit of activity basis in preference to the more 
common straight-line basis, and to determine to what extent this 
basis might have been adopted in the last few years. Of the 245 
companies, 18 reported that they made use of the production 
volume basis in depreciating certain asset groups. The industries 
involved, the types of assets to which the production volume basis 
is applied, and the year of adoption of this method are listed below : 


Industry Assets to Which Applied Year of Adoption 


Auto Parts 


Auto Parts 
Bolts and Nuts 


Cement 
Chemical Products 


Machinery and Buildings Used on 
Government Orders Only 

Press and Die Equipment 

All except Buildings, 
Land Improvements 

Machinery and Equipment 

Few Machines for Moulding Plastics 


Sidings and 


1939 
Prior to 1933 


1938 
Prior to 1933 
Prior to 1933 


Machine Tools Machinery and Equipment 1938 
Machine Tools Machinery and Equipment, Jigs and 

Fixtures Prior to 1933 
Petroleum Products Producing Lease and Well Equipment Prior to 1933 
Petroleum Products Crude Oil Production Facilities Prior to 1933 
Pulp and Paper Logging Railroads and Camp Buildings Prior to 1933 
Screws Machinery and Equipment Prior to 1933 
Silverware Dies Prior to 1933 
Small Tools Machinery and Equipment 1937 
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Industry Assets to Which Applied Year of Adoption 
Steel Castings Machinery and Equipment, Commis- 

sary Equipment, Flasks and Forms 1940 
Steel Castings Metal Flasks and Cores Prior to 1933 
Steel Castings Not Stated Prior to 1933 
Tractors Dies Not stated 
Vegetable Oils Machinery in one new plant only 1938 


In addition, one of the companies listed above has under con- 
sideration the extension of the production volume method to pat- 
terns, jigs and fixtures; a manufacturer of valves and meters 
contemplates its application to all fixed asset groups in 1941; and 
a manufacturer of airplane parts may adopt the volume basis in 
1941. On the other side of the picture are three companies which 
have recently changed from the production volume basis to the 
straight-line basis. Two of these made the change in 1939, while 
the other reports that the production-volume basis was used during 
depression years for machinery only. In several cases in report- 
ing the use of the straight-line method, members modified their 
answers to indicate that “remaining life,” “life expectancy,” or 
“diminishing value” basis was used, or that the provisions of 
T. D. 4422 were being complied with. It would appear that the 
method used could still be described as the straight-line method, 
even though periodic re-estimates of remaining life may result in 
changes in rates from time to time. In only one other case was a 
method other than the straight-line or production-volume methods 
mentioned. One company reports that it changed from a per- 
centage on declining balances basis to a straight-line basis in 1935. 


Use of Separate Rate for Cost Purposes 


In recent years there have been frequent references to the 
growing practice of using depreciation rates for cost and internal 
accounting purposes which differ from those allowed for income 
tax purposes. Of the 245 companies reporting, 61 companies, or 
24 per cent, state that they use rates for cost and internal account- 
ing purposes which differ from those used for tax purposes, with 4 
of the 61 stating that this applied to only a portion of their depre- 
ciable assets. The proportion using different rates for the two 
purposes was substantially the same for companies using each of 
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the three types of rates (unit, composite or group) and for those 
using two or three types. 


Nature of Changes in Tax Rates Since 1933 

The next question was concerned only with the rates used for 
tax purposes, and asked for a listing by year, nature of change 
(increase or decrease), and asset groups affected for any change in 
rates of depreciation for tax purposes since the issuance of T. D. 
4422. The information provided on increases and decreases is 
summarized in the following tabulation : 


61 companies report no change in rates since T. D. 4422 was issued. 

36 companies did not answer the question, due probably to the fact 
that there had been no change in rates. 

107 companies report that their rates have been reduced on one or more 

occasions since T. D. 4422 was issued. 

companies report that their rates have been increased on one or more 

occasions since T. D. 4422 was issued. 

4 companies report increased rates on some assets and decreased rates 

on others. 

3 companies report increases in one year and decreases in another. 

10 companies report that estimated lives are reviewed frequently and 
rates on individual assets revised, without reporting whether the 
net result was an increase or decrease. 

12 companies supply various comments, too varied to classify. 


l 


th 


w 


245 companies. 

These changes in depreciation rates have occurred rather uni- 
formly throughout the period since 1933, although there have been 
somewhat fewer reductions in rates in the last two years, and 8 
of the 12 companies reporting an increase in rates, state that the 
change has occurred in the last three years. 


Responsibility for Initiating Change in Rates 

Of the 107 companies which have experienced one or more re- 
ductions in rates since the issuance of T. D. 4422, 76 companies, 
or 71 per cent of the total, state that the reductions were the result 
of action by the Department of Internal Revenue; 27 companies, 
or 25 per cent, that the reductions were the result of voluntary ac- 
tion by the company ; and 4 companies either give no answer to the 
question, refer to mutual agreement, or state that some reductions 
were required and others voluntary. In contrast with the compa- 


nies reporting decreases in rates, it is interesting to note that 8 
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of the 12 companies reporting increases in rates during this period 
stated that the increase was a result of the voluntary action of the 
company. 


Accelerated Depreciation 

Our next question related to accelerated depreciation, which 
was defined in the questionnaire as follows: 

“By accelerated depreciation is meant a blanket increase 
in rates during a period of abnormal activity to take care of 
the additional wear and tear occasioned by more than normal 
usage of equipment. It should be distinguished from adjust- 
ments of rates resulting from a review of estimated remain- 
ing life as required by T. D. 4422.” 

When the production volume basis for applying depreciation is 
used, acceleration follows automatically from an increase in activ- 
ity. Accordingly, this question relates only to those companies 
using the straight-line basis for calculating depreciation. 

The inquiry on this point was divided into three parts as fol- 
lows : 

1. Has your volume recently increased sufficiently to justify considera- 
tion of accclerated depreciation ? 
2. Have you increased your depreciation rates as a result ? 
3. If increased, as an indication of the extent of the increase, what per 
cent over normal rates would you use for a 100 per cent increase in 


operations, i.e., a shift from a 40-hour week to an 80-hour weck, or 
two shifts in place of one? 


Of the 245 companies, 56 had experienced, at the time of an- 
swering the questionnaire, an increase in business sufficient to jus- 
tify consideration of accelerated depreciation. Of the 56, eight 
had decided to accelerate their depreciation rates for certain types 
of assets, 24 reported that the subject was under consideration, 
and another 24 merely answered “No” to question 2. In addition 
to the eight companies which reported the extent to which depre- 
ciation rates had been accelerated, 24 other members, whose com- 
panies had not experienced a sufficient increase in production to 
justify increasing the rates or whose companies had not yet 
adopted a definite policy, indicated the per cent of increase over 
normal rates which they would consider proper for a 100 per cent 
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increase in activity. The rates of increase actually adopted and 
suggested are shown in the following schedule: 
Per Cent INCREASE IN DEPRECIATION RATES 
ror 100 Per Cent INCREASE IN PRODUCTION 
Number of Companies Number of Members 


Per Cent Which Have Adopted Suggesting as Proper 
Increase Each Per Cent of Each Per Cent of 
Over Normal Increase Increase 
20% 2 
25% 1 1 
30% 2 
20 -33% 1 
20 -50% 1 
25 -40% 1 
30 -50% 1 
40% 1 
40 -70% 1 
50% 1 8 
75% 1 
80% 2 
85% 1 
100% 2 3 
100% with qualifications 2 





8 2 








On four questionnaires there appeared comments relating to this 
question which bring out an important consideration. These mem- 
bers stated : 


“Would omit from rate the factor of obsolescence.” 

“Probably 100 per cent (increase in rate) for depreciation 
(wear and tear), but not for obsolescence factor.” 

“If it became necessary, we would segregate estimated obso- 
lescence factor and only increase actual depreciation factor 
accordingly.” 

“Not much increase in rate because economic rather than phys- 
ical life is limiting factor.” 


While the questionnaire did not call for information on the as- 
sets or types of assets to which accelerated depreciation was being 
or might be applied, it is a safe assumption that its application will 
be limited pretty much to machinery and equipment—those assets 
where useage is of greatest importance in limiting useful life. 
Naturally, the relative importance of useage and of obsolescence 
will vary considerably from one company to another and from 
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one asset to another. Some of the rates of acceleration in the 
tabulation above would indicate that there is no provision in the 
depreciation rate for obsolescence, for a 100 per cent increase in 
useage is expected to result in a 100 per cent increase in deprecia- 
tion. In other cases, the per cent of increase in rate probably indi- 
cates among other things that a part of the normal depreciation 
rate represents a provision for obsolescence. 

Undoubtedly, other considerations in addition to the rate of 
useage and the factor for obsolescence in the depreciation rate were 
involved in arriving at the rates of acceleration reported in the 
preceding tabulation. The age of the assets at the date when the 
accelerated rate is first applied and the reserve accumulation at that 
date might need to be given consideration. Then too, assets which 
might normally be subject to replacement or be discarded in the 
next few years might, due to current production demands and the 
difficulty of obtaining replacement, be retained in active service 
for some time, thus extending both their physical and economic 
lives. For these reasons, the extent to which rates should be ac- 
celerated is an individual problem involving a consideration of all 
of the factors surrounding each individual case. The above infor- 
mation on present and proposed practice merely serves to em- 
phasize this point. 

Perhaps it is well to point out here that the above statistics were 
secured last December and, therefore, do not indicate the condition 
existing at the date this report is published. Also, it is true that 
there is likely to be a lag between a change in business conditions 
and the adoption by managements of changes in accounting meth- 
ods to cope with the changed conditions. There are indications 
that interest in the subject of accelerated depreciation has in- 
creased since the information summarized above was provided. 


Disposition of Fully Depreciated Assets 

The next three questions dealt with related subjects, the first 
two being concerned with fully depreciated assets still in active 
use, and the third with the treatment of the profit or loss on assets 
disposed of. Members were asked in the first question whether 
assets in active use were removed from the books along with the 
offsetting reserve at the time they become fully depreciated, or 
whether the asset and reserve were continued on the books so long 
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as the asset was in active use. Retention on the books would 
appear to be based on two objectives: (1) maintenance of physical 
record of assets in use, and (2) retention in the depreciation base 
under a group or composite rate plan. 

Where unit property records are maintained, the first purpose 
can be attained by removing the asset and its offsetting reserve 
from the general books and segregating the subsidiary records of 
fully depreciated assets from those on which depreciation is calcu- 
lated. One member reports, “Examining revenue agent suggested 
that we keep records of fully depreciated assets in a separate 
binder.” Another reports that it is the practice in his company to 
carry fully depreciated assets which are still in use to an account 
for “Fully Depreciated Assets.”” Two others who report that the 
values are removed from ihe books when the assets have been fully 
depreciated, qualify their statements by the comment that a 
nominal value of $1 for each asset is retained on the books. This is 
undoubtedly for the purpose of retaining some record of the asset. 

The other reason for retention of values on the books after an 
asset has been fully depreciated is for inclusion in the depreciation 
base where group or composite rates are used. In using a unit rate 
basis, each asset is depreciated individually and one would expect 
that companies using unit rates would be more likely to remove the 
value from the accounts once the asset was fully depreciated, than 
would companies using composite or group rates. When a group 
rate is used, even though the assets have equal estimated lives, it 
is a matter of experience that some will be retired before and some 
after this estimated life period has passed. Assets retired before 
reaching the end of their estimated lives will normally be removed 
from the depreciation base at that time. Accordingly, it would 
seem that the assets which last beyond the estimated life should 
be retained in the depreciation base as long as they remain in serv- 
ice in order to offset the under-depreciation on the assets retired 
earlier. This would be true even though such assets had been fully 
depreciated in terms of original estimated lives. One member 
stated this as follows: “If some are written off too rapidly and 
others too slowly, the average is the nearer right ; and the only way 
to give effect to the average is to include the 100 per cent depre- 
ciated items. I think removal from the books would give an abso- 
lutely false picture.” 
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Where composite rates are used the same situation exists. The 
composite rate is or should be a weighted average of the estimated 
lives of all the assets to which the rate applies. Some assets will 
last longer and some not as long as the estimates used in arriving 
at the average, so that those in active use will need to be included 
in the depreciation basis, even after the end of their estimated 
lives, to offset those removed from the base because of their dis- 
posal before the end of their estimated lives. 

With this introduction to what might be expected, let us take a 
look at current practice as revealed in the answers to the question- 
naire. For the following tabulations those questionnaires containing 
incomplete or ambiguous answers to the question dealing with the 
type of depreciation rate used or with their practice in removing 
fully depreciated assets from the accounts, have been eliminated. 
Companies using more than one type of rate are classified under 
the type of rate used for over 50 per cent of the assets. 

NUMBER AND PER CENT oF COMPANIES REMOVING AND Not REMOVING 

FROM THE Books FuLLyY DEpRECIATED Assets IN ACTIVE UsE 
(In TerMs or Type or Depreciation Rate Usep) 


Unit Composite Group 
Rates Rates Rates Totals 


Companies removing asset and reserve from 
books when asset in active use becomes fully 
depreciated : 

Companies using indicated type of rate 


; “yy £ esa ere ree 13 13 15 41 
Companies using indicated type of rate 

for more than 50% of assets........ . 10 10 5 25 
EE: vikcicoucbinceWsenanKecams 23 23 20 66 
Per cent of those using this type of rate 27.1 41.8 26.7 


Companies retaining asset and reserve on 
books as long as asset in active use: 
Companies using indicated type of rate 








Pe ae EN San uawas suadesbanwen suns 40 20 44 104 
Companies using indicated type of rate 
for more than 50% of assets.......... 22 12 11 45 
TE SII us ov eivccceccnss ea tensee Se 32 55 149 
Per cent of those using this type of rate 72.9 58.2 73.3 
SI kaicinvindackutncrsktecwdekas 85 55 75 215 
BOD BRE CR ik ceswsccievasddinassseesacas 100 100 _—:100 


The practice as shown in this tabulation is greatly out of line 
with what we would expect. Companies using unit rates where 
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each asset is depreciated individually remove fully depreciated as- 
sets from the accounts in only 27 per cent of the cases, while com- 
panies using composite rates, where it would seem that the asset 
value should be retained in the depreciation base, make removals in 
42 per cent of the cases. To add further to the evidence on this 
count, we have two companies using all three types of rates, both 
of whom report that assets subject to group or composite rates are 
removed from the accounts when fully depreciated, while items de- 
preciated individually are retained in the accounts as long as they 
remain in active use. 

There are indications that this variance of practice from what 
we would normally expect may be due to errors in some cases in 
properly desscribing the type of rate used. This conclusion is sup- 
ported by a comparison of the answers to this question with the 
answers to our last question (which will be reported more fully 
later). According to the answers to this last question, of the 43 
companies using composite or group rates who follow the practice 
of removing from the books assets in active use which have been 
fully depreciated, all except four also follow the practice of treat- 
ing as a profit and loss charge, or credit, the net gain or loss which 
arises when an asset is retired. Taken together the two practices 
(1) recognition of a gain or loss 





followed by these 39 companies 
on each asset as retired, and (2) removal from the books of each 
asset in active use when it becomes fully depreciated—seem to 
indicate rather clearly that these companies either are using a hy- 
brid type of rate (composite-unit or group-unit) or, more likely, 
are really using unit rates although the calculation of periodic de- 
preciation is made by groups of assets rather than by individual 
assets. To be able to calculate the so-called profit or loss on an in- 
dividual asset at the time it is retired, and to make possible the re- 
moval of an asset from the books when it becomes fully depreci- 
ated would require that the accumulated depreciation on each asset 
be known or readily calculable at all times. If this condition exists 
and the individual asset in active use is removed from the books 
when that part of the reserve applicable to it equals the cost of the 
asset, or has the profit or loss on its disposition calculated at the 
time of its retirement from active use, it is difficult to see how the 
method used can be described as anything other than the use of 


unit rates, in spite of the fact that for the general books the assets 
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may be grouped and averaged for the purpose of periodic deprecia- 
tion calculations. 

If the above reasoning is accepted, it means that 39 of the com- 
panies reporting the use of group or composite rates (17 group 
and 22 composite) are really using unit rates. If this reclassifica- 
tion is made, the percentages shown on page 949 are changed to 
the following : 

56 per cent of the companies use unit rates for all or a major part of 
their assets. ; 

16 per cent of the reporting companies use composite rates for all or 
a major part of their assets. 

28 per cent of the companies use group rates for all or a major part of 
their assets. 


and the tabulation on page 957 based on the type of rates indicated 
by the questionnaires is modified as follows: 
REVISED STATEMENT 


NUMBER AND PER CENT oF COMPANIES REMOVING AND Not REMOVING 
FROM THE Books FuLLy DEPRECIATED ASSETS IN ACTIVE USE 
(In TERMs oF Type oF DEPRECIATION Rate USED) 
Composite Group 
Unit Rates Rates Rates Totai 
Reported Indicated by use 
of unit basis for 
reperting profit 
and loss on 
assets retired and 
in determining 


Companies removing asset and date depreciation 
reserve from books when asset ceases, although 
in active use becomes fully reported as: 
depreciated: Composite Group 
Companies using indicated Rates Rates 
type of rate for all assets 13 12 12 1 3 41 


Companies using indicated 
type of rate for more than 











50% of assets ........+- 10 5 10 25 
Total Companies ...... 23 17 22 1 3 66 
Total Companies Reclassified.... 62 1 3 66 
Per cent of those using each type 
GE BERD ccccsccccvccceeseoce 50 3 6 





Companies retaining asset and 
reserve on books as long as 
asset in active use: 
Companies using indicated 
type of rate for all assets 40 20 44 104 
Companies using indicated 
type of rate for more than 

















50% of assets........... 22 12 11 45 
Total Companies ...... ~ 62 32 55 149 
Per cent of those using each type : = 
GE FRED cccccccccsecesscesese 50 97 94 
Grand Total Companies........ 124 33 58 215 
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Whether one describes the depreciation methods used by the 39 
companies shown in the third and fourth columns in the upper 
half of this tabulation as the use of unit, composite, group or hy- 
brid rates matters little, except for the confusion in transferring 
thoughts from one person to another. What is more important is 
to appreciate that these companies handle the profit or loss on re- 
tirements and determine when depreciation stops on a unit asset 
basis. 

Depreciation of Fully Depreciated Assets 

Where depreciation is an important item in the cost of goods 
produced the sudden termination of depreciation charges at the 
time an asset becomes fully depreciated may result in a serious 
misstatement of costs. Our next question was designed to provide 
an indication of the extent to which companies follow the practice 
of continuing to charge depreciation into costs after an asset has 
been fully depreciated. Where members reported that their com- 
panies followed this practice, they were asked to indicate the ac- 
count credited for such depreciation and the disposition of this ac- 
count so far as the financial statements were concerned. As was 
to be expected, a few reported that under composite and/or group 
rates and in line with the constant revision in rates as prescribed by 
T. D. 4422, assets were never fully depreciated until discarded. In 
other cases it was reported that depreciation for book purposes 
was stopped when the accumulated reserve equalled the value of 
the asset, but that depreciation on such assets was taken into con- 
sideration in pricing and estimating. The method followed in two 
cases was to include depreciation on fully depreciated assets in the 
calculation of overhead rates, but not to show such depreciation 
on the books. This practice results in the overabsorption of burden 
to the extent of the depreciation on fully depreciated assets applied 
by the use of the higher burden rates. 

Only 18 of the 245 companies covered by this study follow the 
practice of continuing to depreciate fully depreciated assets for 
cost purposes. Two of these companies did not report the method 
of handling the depreciation charge on the books, and two others 
stated that their cost figures were not tied in with the general 
books. The other 14 companies use widely varied methods which 


are so diverse that it appears best to list them without any attempt 
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at classification or arrangement. In the list below, the answers 
with respect to the account charged for depreciation on fully de- 
preciated assets and to the question on the disposition of this ac- 
count have been combined : 


1. Credited to an account called “Depreciation Charged to Cost,” and 
balance of this account is shown as a reduction of variances. 
Credited to a memo account in the general ledger, and in statements 
combined with depreciation figure used for tax purposes. 

3. Depreciation is figured on replacement value and is constant for 
cost purposes. The excess over actual appears in the over- and 
under-absorbed burden account. 

4. Credited to reserve for depreciation, offset by a debit to an adjust- 
ment account, effectuating an elimination. 

5. Credited to gross profit on sales as an addition. 

6. Credited to a Reserve for Demolition and Replacement which is 
shown in net worth section of the balance sheet. 

7. Credited to “Variance for Fixed Charges,” which is treated as an 
adjustment of standard costs on the profit and loss statement. 

8. Reserve is credited during year and reversed at end of year so 
that depreciation is included in monthly costs, but not reflected in 
year-end balance sheet. 

9. Reserve for Depreciation credited. At close of year we attempt to 
set up cash reserves against replacements when they may be 
needed (?). 

10. Credited to Profit and Loss. 

11. Credited to unabsorbed burden which is treated as adjustment of 
cost of sales. 

12. In case of containers only, credit is made to miscellaneous income 
for monthly reports. Credited to cost of sales at the end of the 
year. (Brewery) 

13. In case of one machine unit which becomes fully depreciated at the 
end of 1940, we plan to continue depreciation for cost purposes 
since depreciation is 18% of the operating cost of that unit. Credit 
will be to an account called “Theoretical Depreciation” to be shown 
on the credit side of the balance sheet as an accrual. 

14. We continue depreciation if the asset has to be replaced in kind, 
but whenever a more efficient asset is available our plan is to charge 
only the depreciation, if any, which can be earned without making 
the total cost higher than it would be with the more efficient asset. 
This applies regardless of how much has already been charged off 
in the past. The cost of goods sold section is then adjusted to 
amount of depreciation shown on the books. 


N 


‘ 
ws 


It will be noted that in the majority of cases the credit which 
results when fully depreciated assets are depreciated for cost pur- 
poses is disposed of as a profit and loss credit either through vari- 
ance accounts, over- and under-absorbed burden, gross profit, cost 
of goods sold or some other section of the profit and loss state- 
ment, thus offsetting the depreciation included in costs to the ex- 
tent that the goods have been sold rather than retained in inven- 
tories. In these cases the only effect on net profit will arise from 
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the depreciation contained in goods in process and finished goods 
for assets which have been fully depreciated on the books. 


Treatment of Profit and Loss on Assets Retired 


Qur final question related to the disposition made in the accounts 
of the profit or loss resulting from the scrapping, sale or other 
disposition of depreciable assets. Of the 245 companies, 204 re- 
ported that the profit or loss is treated as a current profit and loss 
charge or credit, 25 reported that the profit or loss is reflected 
directly in the balance sheet, 8 reported that practice varied, and 8 
failed to answer this question. 

Of the 204 companies which treat the profit or loss on the dis- 
position of a depreciable asset as a current profit and loss charge 
or credit, 150 state that the amount is reported in the non-operating 
section of the profit and loss statement under some such heading 
as other income and expense, miscellaneous gains and losses, spe- 
cial income and expense, extraneous income and expense, non- 
operating charges and credits, etc. Twenty-four companies state 
that such items are treated as operating costs or reductions of op- 
erating costs through inclusion in cost of sales, burden, operating 
expenses or current depreciation expense. Another 30 merely re- 
port that such gains and losses are charged to current profit and 
loss without indicating whether they are treated in the operating 
or non-operating section of the statement, but six of this group 
state an exception applying to assets which are traded in or ex- 
changed. In case of trade-ins or exchanges, the profit or loss is 
capitalized on the books of these six companies. 

Of the 25 companies which adjust the balance sheet for the 
difference between the net book value of an asset and any proceeds 
realized on its disposition, 14 made the adjustment through the de- 
preciation reserve, 3 through the asset account, and 8 through sur- 
plus. The adjustment of the reserve is found in connection with 
the use of group and composite rates. This is on the basis of the 
previously stated theory that some assets will be retired before the 
end of their estimated lives while some will remain in use longer 
than estimated, and that the so-called “loss” on an asset retired be- 
fore the end of its estimated life is not a “loss” to be written off 
currently but an item to be offset by depreciating the assets which 
are used longer than their estimated lives during their entire useful 
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lives. To leave the undepreciated balance in the asset account, as 
reported in 3 cases, is illogical because it results in including the 
undepreciated balance in the depreciation base after the asset has 
been retired. The object is best accomplished by a ‘charge to the 
depreciation reserve, thus leaving the net book value to be recov- 
ered through future depreciation at the same figure as before the 
asset was retired. 

It is apparent, from the relatively small number of companies 
which adjust the reserve or asset account for the so-called profit 
or loss on the retirement of an asset, that even fewer companies 
carry the theory of the group or composite rate to its ultimate con- 
clusion in handling retirements than follow up this theory in re- 
taining fully depreciated assets on the books as long as they re- 
main in active use. 

The practices followed by the 8 companies whose practice varies 
with circumstances is indicated by the following list : 


1. Normal retirement carried to depreciation reserve; abnormal re- 
tirements treated as non-operating profit or loss. 

2. Ordinary retirement charged or credited to asset account; special or 
extraordinary retirements to non-operating profit or loss. 

3. Minor items to non-operating profit or loss; major items which 
would affect current earnings handled as surplus adjustments. 

4. Profits or losses on retirement of machinery and equipment to 

manufacturing overhead; on other assets to non-operating profit or 

loss. 

Ordinarily treated as operating profit or loss through adjustment 

of current depreciation; in extraordinary cases treated as non- 

operating profit or loss. 

6. Ordinarily treated as operating profit or loss through adjustment 
of current depreciation; exceptionally large amounts treated as sur- 
plus adjustments or non-operating items for books, but as depre- 
ciation for tax purposes. 

7. Treated as a profit and loss charge or credit if sold; as an adjust- 
ment of the depreciation reserve if scrapped. 

8. Ordinary retirements treated as adjustments of the depreciation 
reserve; extraordinary retirements as non-operating profit or loss. 


ur 
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CUMULATIVE BINDER $2.00 @ 


The Cumulative Binder illustrated at the 
right is designed to file your N. A. C. A. 
Bulletins issue by issue as you receive them 
throughout the year. It is a tape binder 
with a strong automatic locking device 
which holds the inserts firmly in place from 
the very first insertion. It is of black fabri- 
koid with stiff covers, lettered in gold with 
the name and seal of the Association, as 
shown in the illustration. The binder can 
be used from year to year for accumulating 
the Bulletins if you transfer the complete 
volume to a Permanent Binder at the end 
of each year. 





@ PERMANENT BINDER $1.50 


This Permanent Binder is made to hold a 
full volume of technical Bulletins. It is 
black fabrikoid, lettered in gold as shown 
in the illustration at the left. The binding 
device consists of metal strips which are 
run through the punching in the Bulletins 
and locked into place permanently by a 
simple manual operation. 


This binder will not take the place of the 
Cumulative Binder, as it is not a loose-leaf 
device. It is designed only to take the 
place of having your volumes bound by a 
bindery. It is less expensive than binding 
and, we believe, equally attractive. 


Order with remittance should be sent to: 
National Association of Cost Accountants 
385 Madison Avenue 
New York, New York 





























